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ment 

September 24, 1957, from J. F. MeArt to Federal Mari- 
time Bos urd, re Italnavi Line-Italnavi Societa di 
Navigazione Azioni-_ -_- ; 

Nonconference competition or independent action by indi- 
vidual steamship lines: 

April 30, 1952, from J. F. MeArt to Graham & Morse, 
re shippers rate agreements, nonconference compe- 
tition, with enclosures __ 

April 18, 1956, from J. F. MeArt to George H. Weiss_ - 

Readmission to Pacific Coast European Conference: 

August 18, 1948, from J. F. MeArt to General Steamship 
Corp., Ltd., re Italian Line. ._-_.- 

October 3, 1950, from J. F. MeArt to Balfour, Guthrie 
& Co., Ltd., re Hamburg-American Line and North 
German Lloyd 

Rebating: 

June 7, 1957, undocketed item, Conference Meeting No. 
346, June 11, 12, and 13, 1957, re alleged rebating 
abread to Sonsinnecs.. .fiiset oo. al vind ese Zi 

Undated letter, from J. F. MeArt, with attachments _- - 
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Pacific Coast European Conference—Continued 
Chronology of documents relating to—Continued 
Unfiled agreements: 
Conference agreement (Canada), entered into March 4, 
1936, as amended to June 7, 1956, and conference 
membership as of September 24, 1957 
June 26, 1958, from J. F. MeArt to Marine Chartering 
Co., re application for conference membership of 
DeVries Pacific Line. 
Docket for Special Meeting No. "228, November 10, 1947, re 
conference approval of MSTS contr: vets____ 
James, Leonard G., letter, April 7, 1961, to Herbert N. Maletz_- 
McArt, J. F., chairman: 

August 18, 1948, to General Steamship Corp., Ltd., re 
Italian Line_.- red ae atiney = 

October 3, 1950, to Balfour, Guthrie & Co., Ltd., re Ham- 
burg-American Line and North German Lloyd_-_ 

April 30, 1952, to Graham & Morse, re shippers rate agree- 
ments, nonconference competition, with enclosures 

April 29, 1954, to William J. Rountree Co., Inc., re tariffs_- 

May 7, 1954, to William J. Rountree Co., Inc., re tariffs _-_- 

May 7, 1954, to Isbrandtsen Co. of California 

August 6, 1954, to Isbrandtsen Co. of California, re tariffs _- 

August 26, 1954, to Isbrandtsen Co., Inc_ -_- 

October 1, 1954, to approved freight brokers, re tariff rule 
change - ba em 

January 21, 1955, to New York Fr eight Bureau (Hong 
Kong), with enclosures- 

April 18, 1956, to George H. Weiss_____- 

June 6, 1956, to Western Cotton Shippers “Associ ation, Los 
Angel es and Fresno, Calif., Gulf Associated Freight ‘Con- 
ferences and California Cotton Cooperative Association _. 

July 23, 1957, to Transmarine Navigation Corp., re Italnavi 
Societa di Navigazione per Azioni application for mem- 
bership_- 

August 1, 1957, to Transmarine Navigation Corp., re Italnavi 
Societa di Navigazione Azione SES ton for conference 
membership____- 

September 12, 1957, to C. R. Andrews re distribution of 
freight tariffs__ 

September 24, 1957, to Federal Maritime Board, re Italnavi 

ine-Italnavi Societa di Navigazione 

June 26, 1958, to Marine Chartering Co,, re application for 
conference membership of DeVries Pacific Line_- 

March 2, 1961, to conference contract neyo re lobbying 
activities - 

April 11, 1961, to Julian H. Singman_ 5d be 

April i, 1961, to Julian H. Singman, re members of Pacific 
Coast. European Conference who are also members of the 
Committee of European Shipowners- ~~ ---------------- 

Undated letter, with attachments.__............--.--.--- 

Undated memorandum for file, re Italnavi Societa di Navi- 
gazione per Azioni 
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Miscellaneous documomts... 2st <<. S5b-eevecs-------- 1849-1857 


Pacific Westbound Conference, January 2, 1958, confidential memo- 
randum No, 84, to members, re legal status of conferences in Canada. 
Quaker Oats Co.: 
June 6, 1958, to Hon. R. C. Bonner 
July 25, 1958, to C. F. Foley and A. J. Pasch 
River Plate & Brazil Conferences: 
Foley, George F., July 28, 1958 to Quaker Oats Co 


726 


Miscellaneous documents. - _.-. 1914-1924 


Rountree, William J., Co., Inc., May 4, (1954, to J. F. Me Art, re 
tariffs = 
‘Saguenay Terminals, Ltd., May 31, 1948, to A. J. Pasch_ 
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Swedish American Line: 
June 24, 1948, to A. J. Pasch 
July 20, 1948, to A. J. Pasch 
January 7, 1949, to A. J. Pasch 
re BN oe ies eo ed td ea gagucanseseda 
Trans-Atlantic Associated Freight Conferences: 
Andrews, Charles R., chairman: 
December 15, 1947, to Canadian United Kingdom Eastbound 
Freight Conference, re United Kingdom working agreement 
with New York Conference 
February 13, 1948, to Messrs. Kennick, O’Connor, Neale, 
Paterson, Maas, Maarschalk, Haley, Hanssler, Freeze, 
McIntyre, Moraillon, Gets, Shepherd, Andrews, Johnson, 
Lambert, McGuinness, and Evans, re agreement No. 
7100-B, with attachments 
May 31, 1951, to Messrs. Shepherd, Kenick, O’Connor, 
Moran, Neale, Paterson, Moraillon, Zola, Johnson, Maar- 
schalk, Lambert, McGuinness, Freeze, McIntyre, Outler, 
Havens, and Gammie, re agreement No. 7100-B, United 
Kingdom, with attachment 
September 29, 1954, to Messrs. Heyrman, Terhune, Hopkins, 
‘enick, Andruss, Moraillon, Gurge, Outler, McIntyre, Me- 
Cormick, and Paterson, re cooperate rate agreement be- 
tween the United States and Canadian Continental Con- 
ference Lines, with attachments 
November 1, 1955, to Messrs. Heyrman, Dockendorff, Hop- 
kins, Kenick, Moraillon, Maas, Tracy, Rand, Oelsner, and 
Paterson, re general rate increase, Continental and French 
TS I nn ne ee ee Wane 
March 21, 1958, to Messrs. Heyrman, Hannam, Olesen, 
O’Connor, Moraillon, Gurge, Tracy, Kohl, Paterson, and 
Barry, re automobiles, Continent, with attachments - - - - - 
March 26, 1958, to Canadian Trans-Atlantic Conference, re 
Hamburg Chicago Line_______-__- Re ee ae ea 
March 27, 1958, to Cunard, Chicago, re Hamburg Chicago 


March 31, 1958, to Frank J. Mahoney, re rates, automobiles, 
ete., United Kingdom 

June 3, 1958, to the lines, re dual rate system 

March 20, 1961, to Hon. Emanuel Celler, re sodium cyanide, 
PUES I ee ere eee ee eS 

March 20, 1961, to Hon. Emanuel Celler, with enclosures_ _- 

March 20, 1961, to Hon. Emanuel Celler, re tobacco, Cyprus- 

March 23, 1961, to Hon. Emanuel Celler, with attachments_- 

March 23, 1961, information requested by Antitrust Sub- 
committee 

March 30, 1961, to Hon. Emanuel Celler, re grain in bulk, 
with attachment 

es ees eee ae i thas 

Chronology of documents relating to— 

Agreements between Canadian and United States North At- 
lantic Freight Conferences: 

December 15, 1947, from C. R. Andrews to Canadian 
United Kingdom Eastbound Freight Conference, re 
United Kingdom working agreement with New York 
Conference 

February 13, 1948, from C. R. Andrews to Messrs. Ken- 
nick, O’Connor Neale, Paterson, Maas, Maarschalk 
Haley, Hanssler, Freeze, McIntyre, Moraillon, Gets, 
Shepherd, Andrews, Johnson, Lambert, McGuinness, 
and Evans, re agreement No. 7100-B, with attach- 


ments 
May 28, 1951, from Cunard, Liverpool, to Cunard, New 
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lon, Zola, Johnson, Maarschalk, Lambert, McGuin- 
ness, Freeze, McIntyre, Outler, Havens, and Gammie, 
re agreement No. 7100-B, United Kingdom, with 
attachment 
June 5, 1951, to Cunard, Liverpool from Cunard Steam- 
Ship Company, Ltd. re Canadian Joint Conference 
Contracts 
September 29, 1954, from C. R. Andrews, to Messrs. 
eyrman, Terhune, Hopkins, Kenick, Andruss, Mo- 
raillon, Gurge, Outler, McIntyre, McCormick, and 
Paterson, re cooperative agreement between the United 
States and Canadian Continental Conference Lines, 
Weer: WUURORINODUS.. . . 6 a sil See Sa ndcd imnwnnnne 
March 29, 1955, to Funch, Edye & Co., Ine 
November 1, 1955, from C, R. Andrews, to Messrs. Heyr- 
man, Dockendorff, Hopkins, Kenick, Moraillon, Maas, 
Tracy, Rand, Oelsner, and Paterson, re general rate 
increase, Continental and French Atlantic ports 
November 3, 1955, from Cunard 
November 3, 1955, to Cunard, Liverpool, from Cunard 
Steam-Ship Company, Ltd., re Continental and 
French Atlantic rate increase 
March 26, 1958, from C. R. Andrews to Canadian Trans- 
Atlantic Conference, re Hamburg Chicago Line___-_-- 
March 27, 1958, from C. R. Andrews to Cunard, Chi- 
cago, re Hamburg Chicago Line 
May 13, 1958, to Cunard, London, from Cunard Steam- 
Ship Company, Ltd 
October 30, 1959, from U.S. Navigation Co., Inc., to 
Hapag/Lloyd, re North Atlantic Continental Freight 
Conference Meeting, New York, October 29, 1959, 
with attachments 
Disparity in eastbound and westbound automobile rates: 
Automobile Manufacturers Association, complaint filed 
before FMB In the Matter of the Automobile Manufac- 
turers Association v. North Atlantic United Kingdom 
Freight Conference 
March 3, 1953, from Canadian United Kingdom East- 
bound Freight Conference to Messrs. Binning, Fur- 
long, McLarren, Eakin, Carton, Rees, Fetterly, Page, 
Neale, and Mason, re automobiles, United Kingdom - 
March 5, 1953, from Canadian United Kingdom East- 
bound Freight Conference to C. R. Andrews, re auto- 
mobiles, United Kingdom_-_-_-_------- Dll leah 
February 23, 1956, from Burlingham, Hupper & Ken- 
nedy to C. R. Andrews, re matter of cancellation 
clause in contract rate agreements 
— 21, 1958, from Frank J. Mahoney to C. R. An- 
rews 
March 21, 1958, from C. R. Andrews to Messrs. Heyr- 
man, Hannam, Olesen, O’Connor, Moraillon, Gurge, 
Tracy, Kohl, Paterson, and Barry, re automobiles, 
Continent 
March 31, 1958, from C. R. Andrews to Frank J. Ma- 
honey, re rates automobiles, etc., United Kingdom___ 
April 8, 1960, from Automobile Manufacturers Associa- 
tion, Inc., to C. R. Andrews 
Transmarine Navigation Corp.: 
July 29, 1957, to J. F. MeArt 
August 15, 1957, to J. F. MeArt 
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Transportadora Grancolombiana Ltd., November 20, 1955, to all 
consignees 
Trans-Pacific Freight Conference of Japan, Japan, Atlantic and Gulf 
Freight Conference: 
Wintemute, R. 8., secretary: 
May 12, 1952, to Chalmers G. Graham 
July 31, 1957, to all members, re Committee on Ethics, with 
enclosure - : oe “ 
Tropical Fruit Co., August 14, 1950, to A. J. Pasch_ ee eye Sern 
United Kingdom/United States Pacific Freight Association: 
Johnson, O. F., secretary: 
October 13, 1955, to NYK, London, with enclosure 
October 18, 1955, to NYK, London_- 
J.8. Navigation Co., Inc.—Hapag/Lloyd: 
Albert, J. T.: 
July 13, 1955, to Hapag/Lloyd, re 450 jeeps, New York, 
continental ire 2. 2s 
August 4, 1955, to Hapag/Lloyd, re Metimpex, aluminum 
scrap from New York_-__-_-_- 
September 13, 1955, to Hapag/ Lloyd, ‘re 450 jeeps, New York 


October 20, "1955, to Haps ag/Lloy d, re brokerage ae 

November 7, 1955, to Lloyd, re automobile of Dr. Horst 
Ulmcke, previous manager of Franconia, Inc., New York, 
from New York to Bremen- £ 

November 25, 1955, to Lloy d, re automobile of Dr. Horst 
Ulmcke, previous manager of Franconia, Inc., New York, 
from New York to Bremen 

Barry, F. J.: 

December 29, 1954, to Lloyd, re passage Mr. Earnest 
LaRoneca, owner of Copeland Shipping Co., New York, 
eastbound beginning June 1955, westbound beginning of 
September 1955 

July 16, 1957, to Hapag/Lloyd, re General Motors Overseas 
Export Corp 

June 5, 1959, to Hapag/Lloyd, re special committee meeting, 
North Atlantic Continental Freight Conference, June 4 
ROPE cates s can eoacesaceut 

June 12, 1959, to Hapag/ Lloyd, re special committee meet- 
ing; North Atlantic Continental Freight Conference, June 
Dee ke cw to) Bie bn ER Bo Oe ee ee. 

October 20, 1959, to Hapag/Lloyd, re North Atlantic Con- 
tinental Freight Conference special meeting, October 20, 


’ 


October 30, 1959, to Hopag/Lloyd, re North Atlantic Conti- 
nental Freight Conference Meeting, New York, October 29, 
1959, with attachments 

Bertram, Richard: 

June 18, 1954, to Edward Oelsner, Jr-__-_- 

July 1, 1954, ‘to Edward Oelsner, Jr., re USNH Eastbound 
Geibiiea sds eliuG. osert et oc. esd 5._ 

November 15, 1954, to Edward Oelsner, Jr 

November 15, to Holland-America Line 

February 14, 1955, to Jack Oelsner, with enclosures 

April 26, 1955, to Edward Oelsner, Jr- 

May 3, 1955, to Ed. Oelsner, Jr 

May 3, 1955, to Edw. Oelsner 

May 9, 1955, to Edward Oelsner, Jr 

May 17, 1955, to Ed. Oelsner, Jr 

July 3, 1958, to Messrs. Ed. Oelsner and Carl Bland, with 
enclosure 

December 11, 1958, to 35 lines, re formation of European 
Conference Lines 

January 8, 1959, to Mr. Takeda, re formation of European 
Conference Lines 
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March 10, 1959, from T. C. Hopkins to F. Christiansen, 
re Great Lakes service agreement between Hapag/ 
Lloyd/Ernst Russ 

May 14, 1959, from James L. Pimper to Ernst Russ with 
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( oercion in forcing Ge rman lines and U.S. Nav igation into 
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October 28, 1953, from Edward Oelsner, Jr., to Edward 
Oelsner, Sr., re Eastbound Conference 

June 18, 1954, from Richard Bertram to Edward 
Oelsner, Bcc: 

November 12, 1954, from Holland-American Line to R. 
Bertram_ 

November 15, 1954, from Richard Bertram to Edward 
Oelsner, Jr__ 

November 15, 1954, from Richard Bertram to Holland- 
America Line__ __ 

March 14, 1955, letter to Richard Bertram 

Conference blocs: 

June 12, 1956, from Carl F. Ewig to Kerr Steamships, 
Ltd., re Chicago Eastbound Conference 

June 25, 1956, from Kerr Steamships, Ltd., 

Ewig, re Chicago Eastbound Conference 

June 27, 1956, from W. Thorsen to Kuecker, re Wallenius 
Line: vote... Bees yas. 

June 27, 1956, from Carl F. Ewig to Kerr Steamships, 
Ltd., re Chicago Eastbound Conference, Wallenius__ 

July 11, 1956, from Kerr Steamships, Ltd., to C. F. 
Ewig, re Chicago Eastbound Conference, Wallenius 


July 11, 1956, from E. A. Kuecker to U.S. 
Co., re Wallenius Line vote 
Conference violations generally: 
October 14, 1955, from Edward Oelsner, Jr., to Hapag/ 
Lloyd, re outside competition 
November 2, 1955, from Edward Oelsner, Jr., 
Hapag/Lloyd, re North Atlantic Continental Freight 
Conference 
Dual rates, discrimination in favor of General Motors: 
January 25, 1957, from T. C. Hopkins to Hapag/Lloyd, 
re automobile contracts, North Atlantic Continental 
Freight Conference 
July 16, 1957, from P. J. Barry to Hapag/Lloyd, re 
General Motors Overseas Export Corp 
July 18, 1957, from T. C. Hopkins to Hapag/Lloyd, re 
shipments of automobiles and trucks EB 
September 24, 1957, from T. C. Hopkins to Hapag/Lloyd, 
re Eastbound Shipments of General Motors 
Editing of conference minutes: 
May 25, 1955, from Robert H. Nutto to U.S. Navigation 
o., re Great Lakes Bordeaux/Hamburg Eastbound 
Range Conference meeting, May 24 
June 27, 1957, from George H. Weiss, to members of the 
Bordeaux/Hamburg Range Conference, re official 
minutes of June 7, 1957, meeting, with enclosure 
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May 22, 1959, from Edward Oelsner, Jr., to 
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June 5, 1959, from F. J. Barry to Hapag/Lloyd, re 
special committee meeting, North Atlantic Con- 
tinental Freight Conference, June 4, 1959 

June 12, 1959, from F. J. Barry to Hapag/Lloyd, re 
special committee meeting, North Atlantic Con- 
tinental Freight Conferences, June 12, 1959 

October 20, 1959, from F. J. Barry to Hapag/Lloyd, re 
North Atlantic Continental Freight Conference special 
meeting October 20, 1959 

Free or reduced passage: 

May 28, 1954, re free passage, Mr. Dixon 

June 1, 1954, re free passage, Mr. Dixon 

June 1, 1954, re free passage, Mr. Dixon_______----- 

June 2, 1954, from Lloyd to Biehl & Co., re Mr. R. 


December 17, 1954, from Lloyd to U.S. Navigation, re 
assage, Mr. Earnest LaRonca, owner of Copeland 
Shipping Co., New York, eastbound beginning of 
June 1955, westbound beginning of September 1955_- 
December 29, 1954, from E. J. Barry to Lloyd, re 
passage Mr. Earnest LaRonca, owner of Copeland 
Shipping Co., New York, eastbound beginning of 
June 1955, westbound be inning of September 1955- - 
November 3, 1955, from Liovd to U.S. Navigation, re 
automobile of Dr. Horst U Imcke, previous manager of 
Franconia, Inc., New York to Bremen 
November 7, 1955, from J. T. Albert to Lloyd, re 
automobile of Dr. Horst Ulmcke, previous manager of 
Franconia, Inc., from New York to Bremen 
November 25, 1955, from J. T. Albert to Lloyd, re 
automobile of Dr. Horst Ulmcke, previous manager of 
Franconia, Inc., from New York to Bremen 
June 3, 1959, re free passage 
June 5, 1959, re free passage 
Gentlemen’s agreement between all eastbound Great Lakes 
conferences: 
August 17, 1954, cable 
May 31, 1957, from George H. Weiss to members of the 
Bordeaux/Hamburg Range Conference - --------~---- 
August 22, 1957, from George H. Weiss to members of 
the Bordeaux/Hamburg Range Conference, re 
cooperation with gulf conferences 
August 18, 1958, from George H. Weiss, to the 
Bordeaux/Hamburg Range members, re cooperation 
between members with regard to other territories 
served by members of the Great Lakes-Bordeaux/ 
Hamburg Range Eastbound and Westbound Con- 
ferences, owners committee meeting at Vienna, 
June 25, 1958 
Gentlemen’s agreement between Canadian Pacific Railway 
and U.S. Great Lakes Eastbound Conference: 
July 31, 1958, from George H. Weiss to the Bordeaux/ 
amburg members, re Canadian Pacific railroad- 
steamship competition 
August 12, 1958, from U.S. Great Lakes-Bordeaux/ 
Hamburg Range Eastbound Conference Owners 
Committee to members, re eastbound competition 
from Canadian Pacific Railway Co 
August 29, 1958, to T. C. Hopkins, re eastward com- 
petition from Canadian Pacific Railway Co 
May 14, 1959, from Raymond P. DeGroote, to W. J. 
urlong 
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German Lloyd and North Atlantic Continental Freight 
Conference restricting U.S. navigation’s activities: 
April 26, 1955, from Richard Bertram to Edward 
Oelsner, Jr 
May 3, 1955, from Richard Bertram to Ed. Oelsner, Jr__ 
er 1955, from Hamburg American Line to Ed. 


ner 
May 3, 1955, from Bertram to Edw. Oelsner 
Possible agreement with Wallenius: 

August 18, 1958, from George Weiss to members of the 
Bordeaux/Hamburg Range, re Wallenius Line Owners 
Committee meeting at Vienna, June 25, 1958 

May 28, 1959, from Hapag/Lloyd to U.S. Navigation 
Co., re eastbound nonconference competition 

Procedure of conference members with respect to violations 
by other conference members: 

July 5, 1955, from Hamburg American Line to U.S. 
Navigation, re 450 jeeps, New York, continental ports_ 

July 13, 1955, from J. T. Albert to Hapag/Lloyd, re 450 
jeeps, New York, continental ports__._........__-- 

July 22, 1955, from Hamburg erican Line to U.S. 
a gina re Metimpex, aluminum scrap from New 

or 

August 2, 1955, solicitation report, re aluminum scrap -- 

August 4, 1955, from J. T. Albert to Hapag/Lloyd, re 
Metimpex, aluminum scrap from New York 

September 6, 1955, from Hamburg American Line to 

J.8. Navigation, re 450 jeeps, New York, Continent- - 

September 13, 1955, from J. T. Albert to Hapag/Loyd, re 
450 jeeps, New York, Continent 

March 19, 1956, from Hamburg American Line to U.S. 
Navigation, re Oftra, Antwerp, unpacked automo- 
biles, New York, Antwerp 

November 23, 1956, from E. A. Kuecker to U. 8. Naviga- 
tion Co., re apparent Lakes Conference violation by 
Oranje Line 

August 12, 1957, from T. C. Hopkins, to E. A. Kuecker, 
re conference procedure on alleged unfair practices-_-- 

Rebates: 

March 1955, to Ed Oelsner, Jr., re Great Lakes 

October 5, 1955, from Hapag to USNaviga, re brokerage_ 

October 20, 1955, from J. T. Albert to Hapag/Lloyd, re 
brokerage 

Revision of brokerage fee scale for North Atlantic/Conti- 
nental Freight Conference: 

May 18, 1954, from Edward Oelsner, Jr., to Werner 


June 1, 1954, to Edward Oelsner 

June 25, 1954, from U.S. Navigation to Hapag/Lloyd, re 
USNH Eastbound Conference, brokerage 

July 1, 1954, from Richard Bertram to Edward Oelsner, 
Jr., re USNH Eastbound Conference 

October 1, 1954, from Pacific Coast European Conference 
to approved freight brokers, re tariff rule change__-_-_- 

November 19, 1954, from U.S. Navigation to Hapag/ 
Lloyd, re westbound agency representation and 
compensation 

February 14, 1955, from Richard Bertram to Jack 
Oelsner, with enclosures_____..._----- ee 

May 2, 1955, draft of cable from Oelsner to Bertram__- 

May 4, 1955, from Edward Oelsner, Jr., to Werner 
Traber 
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May 4, 1955, from Edward Oelsner, oe to Richard 
Bertram reul 6. 

May 6, 1955, to Richard Bertram 

May 9, 1955, from Richard Bertram to Edward Oelsner, r, 
Jr- 

May 10, 1955, interoffice memo, re » Hapag/L loyd con- 
ference negotiations __-__ at, . SeG= 

May 12, 1955, re proposed working arrangement _ eS 

May 17, 1955, from Edward Oelsner to Messrs. Andrews, 
Maas, von Biel, with enclosure _-__- 

May 17, 1955, from Richard Bertram to Ed Oe Isner, Jr- 

May 19, 1955, interoffice memo, re future rate quota- 
tions_ J Hig L ae ais 

May 23, 1955, Journal of Commerce clipping, re Big 
Ship Conference Sets New Brokerage Fee Scale 

Document relating to— 

Jurisdiction of Federal Maritime Board, July 3, 1958, from 
Richard Bertram to Messrs. Ed Oelsner and Carl Bland, 
with enclosure___- ALA We Zt P re 

Neutral body, November 10, 1959, from T. Hopkins to 
Hapag/Lloyd, re North "Atlantic Saintes ntal Freight 
Conference meeting of the special committee, November 
10, 1959__ 

Possible FMB General Order No. “72, “Violation at Your 
Request,”’ from E. A. Kuecker to W. Thorsen 

U.S. navigation operating fighting ship, April 11, 1959, from 
Edward Oelsner to Richard Bertram 

Ewig, Carl F.: 

June 12, 1956, to Kerr Steamships, Ltd., re Chicago East- 
bound Conference _ _ 

June 27, 1956, to Kerr Steamships, Ltd., re » Chicago Kast- 
bound Conference, Wallenives. {220.2000 a 

Hopkins, T. C.: 

January 25, 1957, to Hapag/Lloyd, re automobile contracts, 
North Atlantic Continental Freight Conference 

July 18, 1957, to Hapag/Lloyd, re one of automobiles 
and trucks eastbound 

August 12, 1957, to E. A. Kuecker, re conference procedure 
on alleged unfair practices 

September 24, 1957, to Hapag/Lloyd, re eastbound shipments 
of General Motors_--- 

February 5, 1959, to Hapag/Lloyd, re Great Lakes service, 
Federal Maritime Board agreements - 

March 10, 1959, to F. Christiansen, re Great Lakes service 
agreement between Hapag/Lloyd/Ernst Russ___--------- 

November 10, 1959, to Hapag/Lloyd, re North Atlantic 
Continental Freight Conference meeting of the special 
committee 

Kuecker, E. A.: 

July 11, 1956, to U.S. Navigation Co., re Wallenius Line 
vote 

November 23, 1956, to U.S. Navigation Co., re apparent 
Lakes Conference violation by Oranje Line 

August 15, 1957, to W. Thorsen, possible FMB General 
Order No. 72 violation 
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Oelsner, Edward, Jr.: 

October 28, 1953, to Edward Oelsner, Sr., re Eastbound 
I an ii si. is zecthciicks tb eter se aw ae 

May 18, 1954, to Werner Traber 

May 2, 1955, draft of cable to Bertram 

May 4, 1955, to Werner Traber ___- 

May 4, 1955, to Richard Bertram 

May 6, 1955, to Richard Bertram 

May 12, 1955, proposed working arrangement 

May 17, 1955, memorandum 

May 19, 1955, memorandum re future rate quotations____-- 

October 14, 1955, to Hapag/Lloyd, re outside competition__- 

November 2, 1955, to Hapag/Lloyd, re North Atlantic Con- 
tinental Freight Conference__- 

May 22, 1959, to Hapag/Lloyd, re eastbound nonconference 
competition 

August 11, 1959, to Richard Bertram 

Warren, Charles F., letter, April 5, 1961, to Hon. Emanuel Celler, 
with enclosure 
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MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


TUESDAY, MARCH 7, 1961 


Hovse or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The suncommittee met, pursuant to notice, at 10 a.m., in room 346, 
Old House Office Building, Washington, D.C., Hon. Emanuel Celler 
(chairman) presiding. 

Present: Representatives Celler, Rodino, Rogers, Holtzman, Toll, 
McCulloch, and Meader. 

Also present: Representative Ray. 

Staff members present : Herbert N. Maletz, chief counsel; Julian H. 
Singman, associate chief counsel; Leonard Appel, assistant counsel ; 
and Richard C. Peet, associate counsel. 

The Cuamman. The committee will come to order. 

The Chair would like to read the following statement : 

This morning the subcommittee resumes hearings on antitrust 
problems in the ocean freight industry. This is a continuation of 
5 weeks of hearings previously held by the subcommittee in the fall 
of 1959 and in May 1960, in the course of which extensive testimony 
was received from officials of the Federal Maritime Board, repre- 
sentatives of steamship lines engaged in the foreign commerce of the 
United States, conference chairmen, and others. 

The subcommittee’s purpose is to ascertain in as much detail as 
limitations of time ond staff permit, first, the competitive practices 
of the ocean shipping industry in light of the requirements of the 
Shipping Act of 1916 and of the antitrust laws, and, second, the na- 
ture and adequacy of regulation and the enforcement of pertinent 
statutory provisions by the Federal Maritime Board and the Depart- 
ment of Justice. 

The inquiry began with a staff examination of hundreds of thou- 
sands of documents in the files of some 53 ocean freight conferences, 
and 9 American-flag and 4 foreign-flag steamship lines. The ensuing 
hearings disclosed that ocean carriers engaged in the foreign com- 
merce of the United States have conducted their operations in gross 
disregard of the requirements of the Shipping Act of 1916 and of 
the Federal antitrust statutes. They further disclosed that the Fed- 
eral Maritime Board has, for at least the last 12 om been guilty 
of incredible neglect in carrying out the responsibilities delegated to 
it by the Congress under the Shipping Act of 1916. This subcom- 
mittee has examined in detail the operations of a number of Federal 
regulatory agencies in connection with its overall study of monopoly 
problems in regulated industries. The Chair would be less than 
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candid if he did not state that this record of regulatory neglect by 
the Federal Maritime Board is unparalleled. 

Furthermore, the industry’s disregard of statutory requirements, 
coupled with Federal Maritime Board indifference to wholesale viola- 
tions of the shipping laws, unquestionably have injured the foreign 
commerce of the United States, have caused American consumers to 
pay more for imported goods, and have been detrimental to American 
manufacturers and exporters. 

As a result of the 1959 hearings, the subcommittee referred to the 
Federal Maritime Board 127 instances of possible violations of the 
Shipping Act. It also referred numerous other possible violations to 
the Department of Justice. These referrals included 44 secret gentle- 
man’s agreements restricting or destroying competition; 34 instances 
of discriminatory practices in apparent violation of sections 16 and 17 
of the Shipping Act; 44 violations of conference agreements, rules 
and regulations; 57 possible violations of the antitrust laws, and 7 
possible violations of other criminal statutes. 

At the subcommittee’s hearings in May 1960 there were disclosed 
29 additional unlawful gentlemen’s agreements, and 21 additional 
instances of unlawful discriminatory practices. In sum, the record 
before the subcommittee discloses over 177 apparent serious viola- 
tions of Federal statutory provisions. What is more, these disclos- 
ures resulted from scrutiny of the records of only a relatively small 
portion of all ocean freight carriers and conferences. 

On the basis of the subcommittee’s hearings, the Attorney General 
has embarked upon a sweeping grand jury investigation of steamship 
industry practices. Preliminary litigation, seeking to quash subpenas 
issued by that grand jury and served on more than 150 concerns, was 
terminated favorably to the Government in June 1960 and the investi- 
gations are underway. 

The Federal Maritime Board, in response to the subcommittee’s 
referral of possible violations, has instituted a number of important 
investigative and rulemaking proceedings, a number of which involve 
unfiled agreements whose filing with, and approval by, the Board are 
required by section 15 Of the Shipping Act. Failure to file such 
agreements is a particularly serious offense because, as the Alexander 
Committee report made clear, the premise of the Shipping Act is that 
Government supervision and regulation of anticompetitive agree- 
ments is essential to compensate for the exemption of such agree- 
ments from the antitrust laws. Thus, when an anticompetitive agree- 
ment is not filed with the Board for approval, or is concealed from 
Board scrutiny, the violation strikes at the very heart of the Shipping 
Act. 

In recognition of the gravity of this matter, Congress prescribed 
a penalty of $1,000 a day for each day of violation. Beyond this, 
failure to file anticompetitive agreements between ocean carriers 
engaged in the foreign commerce of the United States subjects those 
participating in such schemes to the criminal and civil sanctions of 
the Sherman Antitrust Act and other Federal antitrust enactments. 

The hearings which begin today involve the practices of a few 
additional foreign-flag carriers and steamship conferences. The sub- 
committee will also hear testimony from several noncarrier groups 
that have asked to be heard. Further, we will receive testimony from 
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the Federal Maritime Board and the Department of Justice to de- 
termine in detail the action they have taken with respect to the matters 
referred to them by the subcommittee. The subcommittee has also 
requested these agencies to submit detailed recommendations for reme- 
dial legislation. 

The Comptroller General of the United States will testify concern- 
ing action he has taken on matters referred to him by the subcommittee 
involvi ing apparent overcharges on Government- financed shipments 
of bulk cargo. Finally, we shall hear testimony concerning the es- 
tablishment. of so-called neutral bodies to supervise and police the 
operation of conference agreements. 

The Chair would emphasize that the present hearings by no means 
mark the end of subcommittee’s investigation or of its interest and 
involvement in these vital problems. The subcommittee will not only 
obtain periodic reports from the Federal Maritime Board and the 
Department of Justice, but will take further testimony, when appro- 
priate, from their officials. It is essential in the public interest that 
effective action be taken by these agencies to correct the deplorable 
situation which has been revealed by this subcommittee’s hearings. 
The type of regulation which has in the past characterized the ocean 
shipping industry cannot be permitted to continue. 

It is also to be noted that emergency interim legislation validating 
dual rate conference agreements will expire on June 30 of this year. 
The subcommittee hopes to complete, during the present session, a 
detailed report containing its legislative rec ommendations for dealing 
with the dual rate problem, for strengthening the competitive provi- 
sions of the Shipping Act and rel: ited laws, and for establishing an 
effective regulatory system. 

Mr. McCulloch ¢ 

Mr. McCctiocu. Mr. Chairman, I have a few observations that I 
would like to make. 

At the very outset, I wish to commend you for a very excellent sum- 
mary of the scope, purpose and ace omplishments to date, of this very 
extensive investigation, by the Antitrust Subcommittee, of the ocean 
freight industry. I have only one or two additional thoughts to add. 

First of all, I should like to congratulate the shipping industry for 
the spirit of cooperation and assistance it has shown throughout the 
course of this investigation. In view of some of the information 
brought to light, I can well imagine how difficult this spirit has been 
to maintain. 

Needless to say, I am concerned, as are my fellow committee mem- 
bers, over the great number of possible violations of the Shipping Act 
and the antitrust laws uncovered duri ing the course of these hearin 
Obviously, the Federal Maritime Board has not fully discharged the 
responsibilities vested in it under the law. 

This pattern of Board nonregulation, no doubt, served to encourage 
the industry to additional acts of noncompliance. Thus, it may be 
said that the Board, by its continued failure through the years, became 
its own worst enemy. 

But none of this takes away from the gravity of the situation. ‘The 
fact remains, rather conclusively proven up to this time, that viola- 
tions of the Shipping Act, violations carrying severe penalties if 
proved, became a matter of course, when convenient, in the industry. 
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Obviously, the subcommittee cannot ignore these revelations. Ob- 
viously, specific instances of possible violations uncovered had to be 
referred to the appropriate agencies for enforcement. 

But the primary purpose of this investigation is not enforcement. 
Rather we, on the subcommittee, are concerned with the future of the 
shipping industry. While we cannot overlook the past in our studies, 
our main concern is with the legislative and regulatory environment 
the industry will live in in the years ahead. 

Thus, the purpose of our labors is positive, is constructive, and not 
punitive. Our goal is a healthy and prosperous shipping industry, 
operating competitively, in accordance with the best traditions of 
America, with a maximum degree of self-regulation and a minimum, 
but effective, degree of Board supervision. 

We believe that this is a worthy goal. We hope to achieve it. 

The CuarrMan. That is a very splendid statement, Mr. McCulloch, 

And I just want to add by way of cooperation that the steamship 
lines have been very cooperative in this investigation. They have 
made every possible disclosure and worked faithfully with the mem- 
bers of the staff. 

I just want to say that this boil of bad practice had to be lanced, 
and we have had to do the lancing, and the bad stuff had to come out. 

But I think as a result the body of the shipping industry will be 
better therefore, and I am quite sure that corrective measures will be 
applied, and I am sure that we can take great confidence in the pa- 
triotism and the law-abiding qualities that are latent undoubtedly in 
the shipping industry. 

Any other comments ? 

Our first witness this morning is Mr. W. Y. Daly, general manager 
of the Cunard Steamship Co. 

Mr. Daly, would you step forward, please. 

Will you identify yourself, and have the gentlemen with you also 
identify themselves ? 

Mr. Wiix1am Daty. I am William Y. Daly, general manager of the 
Cunard Steamship Co., Ltd., in the United States. 

The Cuarrman. And the gentleman on your left? 

Mr. Tuomas Daty. I am Thomas F. Daly, no relation, member of 
the firm of Lord, Day & Lord, attorneys for the Cunard Steamship Co. 

Mr. Haynes. Robert B. Haynes, an associate of Mr. Daly, of Lord, 
Day & Lord. 

The CuarrMaNn. Are the other gentlemen going to testify? If not, 
will you, the first Mr. Daly, raise your right hand, please ? 

Do you solemnly swear that the testimony you are about to give in 
these proceedings will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Wriu1am Daty. I do. 


TESTIMONY OF W. Y. DALY, GENERAL MANAGER, CUNARD STEAM- 
SHIP CO., LTD., UNITED STATES OF AMERICA; ACCOMPANIED BY 
THOMAS F. DALY, OF LORD, DAY & LORD; AND ROBERT B. 
HAYNES, OF LORD, DAY & LORD 


The CHarrman. Have you stated your address and business affilia- 
tion? 
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Mr. Witu1am Dany. My home address is 35 Park Lane, Grymes 
Hill, Staten Island, N.Y. 

And what was the other question, sir? 

The Cuarrman. What is your business address 

Mr. Witi1aM Day. 25 Broadway, New York City. 

The Cuarrman. What is your affiliation with the Cunard Line? 

Mr. Wiu1am Dany. I am in charge of the company’s entire opera- 
tions in the United States. 

The Cuarrman, For how long have you been with the Cunard 
Steamship Co.? 

Mr. Wiutiam Daty. Forty-two years. 

The Cxarrman. What is your responsibility as general manager 
of the Cunard Line? Is it the supervising of all Cunard’s operations 
in the United States? 

Mr. Witx1aM Daty. That is correct, sir. 

The Cuarrman. Is Cunard a privately controlled company ? 

Mr. Witu1aM Daty. British privately controlled company, sir. 

The Cuarrman. How many freight vessels do they operate and 
how many passenger vessels ¢ 

Mr. Witu1am Daty. We have 10 passenger ships and 12 freight 
ships. 

he CHaiRMAN. Does Cunard have any subsidiary companies? 

Mr. Wituiam Daty. Yes, sir. 

The Cuarrman. Will you name them? 

Mr. Wituiam Daty. T. & J. Brocklebank, Ltd., Port Line, Ltd.— 
do you want it limited to steamship operators, sir ? 

he CHarrMan. Yes, just briefly. 

Mr. Witxram Daty. They are the two steamship lines. 

The CuatrmMan. Any other subsidiaries ? 

Mr. Wiut1am Daty. Yes, sir. Funch, Edye Co., 25 Broadway 
Corp., and Cunard Eagle Airways Ltd. 

The CHarrman. Is T. & J. Brocklebank, Ltd., a wholly owned sub- 
sidiary of Cunard ? 

Mr. Wiitu1aM Daty. Yes, sir. 

The CuHarrman. How many freight vessels are operated by Cunard 
subsidiaries ¢ 

Mr. Witu1am Daty. I don’t actually know, sir. I have no record 
totestify from. 

The icmpenaeh About how many ? 

_Mr. Witu1am Daty. I should think the Cunard and its subsidiary 
lines, about. 70, 

The Cuarrman. What trade routes does Cunard cover? 

Mr. Witt1am Daty. Cunard itself operates from New York to Eng- 
land and the North Atlantic range of ports to England, and from 
the gulf ports to England, and from the Great Lakes to England, and 
the subsidiary companies operate, Brocklebank operates to and from 
India and Pakistan to England, and from India and Pakistan to the 


gulf, and the Port Line operates to and from England to Australia 


< New Zealand, and from Australia and New Zealand to the United 
ates. 

The Cuarrman. According to the records of the Federal Maritime 
Board, Cunard and its subsidiaries are members of approximately 
16 freight conferences operating in the foreign commerce of the 
United States. 

"70300 O—61—pt. 3, vol. 1——3 
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To the best of your knowledge, is that approximately correct ? 

Mr. Wititam Daty. I don’t think we are in as many as 16, sir. I 
haven’t got the figures here, but I would say it is less than that. 

The Cuatrrman. How many do you think there are? 

Mr. Witu1aM Day. Passenger and freight ? 

The CuamrMan. Just limit it to freight first. 

In approximately how many freight conferences operating in the 
foreign commerce of the United States is Cunard a participant? 

Mr. Witxt1am Daty. We are in the North Atlantic Freight Con- 
ference, we are in the Gulf Freight Conference—— 

The CuHarrMan. We have the FMB records, which seem to imply 
that you are in about 16 freight conferences. 

Would that be substantially correct ? 

Mr. WituraM Daty. Yes, I will accept it. 

I might like to have put in the record, sir, I think in the last 12 
months I think we have withdrawn from one or two conferences, 
having no service. 

The CuarmrMan. You might supply for the record a list of all those 
agreements, would you, please? 

Mr. Witu1am Daty. Yes, sir. 

(Subsequently, Cunard supplied the list which appears at pp. 113- 
118.) 

The CuarrMan. I take it you are familiar with the fact that under 
section 15 of our Shipping Act, price-fixing agreements between any 
two or more steamship lines covering American cargo must be filed 
with the Federal Maritime Board, and must be approved by that 
agency before any agreement of that sort can become effective. You 
are aware of that, are you not ¢ 

Mr. Wituram Daty. Yes, sir. 

The CwHarrmMan. You are also familiar, are you not, with the fact 
that failure to file any such agreement is subject to a civil penalty of 
$1,000 a day for each day of violation ? 

Mr. Wii1aM Daty. Yes, sir. 

The CHarrman. Has it been brought to your attention that in addi- 
tion, the civil and criminal sections of the Sherman Antitrust Acts 
may be applied to such circumstances ¢ 

Mr. Witiiam Daty. Yes, sir. 

The CHarrMan. Are you aware that the Continental North Atlantic 
Westbound Freight Conference covers freight traffic from continental 
Europe points to the U.S. North Atlantic ports ? 

Mr. Witu1am Daty. I am aware of it, sir; but we are not in that 
service. 

The Cuarrman. But you are aware of it ? 

Mr. Wit11aM Day. Lam aware of it. 

The Cuarrman. Cunard is not a member of this conference ? 

Mr. Witu1aM Daty. No, sir. 

The CHarrMan. On oceasion Cunard lifts westbound cargo from 
these continental European ports, does it not 

Mr. Wixu1aM Daty. Only one, sir; Havre, in France. 

The Cuatrman. Is it not a fact that the Cunard Steamship Co. 
has a secret “gentlemen’s agreement” with the Continental North At- 
lantic Westbound Conference under which Cunard undertakes to 
maintain the rates of that conference for cargo moved from continen- 
tal European ports to North Atlantic ports? 
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Mr. Wii11aAM Daty. No, sir; we have no such agreement. 

The CHarrMAN. Counsel will read a letter dated February 15, 1956; 
another letter, February 20, 1956; and another one March 20, 1956; 
March 22, 1956; March 27, 1956; and April 6, 1956. 

Mr. Mauerz. Mr. Chairman, the letter dated February 15, 1956, is 
to the Cunard Steamship Co., Ltd. , general manager’s office, Liverpool, 
England, from the New Yor k office of Cunard. 

And Mr. C hairman, may I suggest that Mr. Daly of Lord, Day & 
Lord has the document. It was marked by his firm, Cunard 7-49: 


Dear Stirs: We have your letter of January 31, ECC/MEB. 


Mr. Wiiu1Am Daty. I don’t think this is the document. 
Mr. Matetz. That number, Mr. Chairman, is Cunard 7-49. 
Mr. Witu1aM Dary. 7-49? 

Mr. Materz. Do you have it? 

Mr. WrittaM Daty. Yes. 

Mr. Mauetz (reading) : 


We have your letter of January 31, ECC/MEB regarding letter from Paris 
suggesting the possible elimination of the general 1244-percent increase adopted 
by the French Conference on Staple Fiber traffic shipped from Havre to the J. J. 
Ryan & Co., New York. 

We have discussed in general terms the question of rate increase with this 
consignee, who did not show any material concern over it possibly due to the 
fact that presently most of this traffic is moving over Marseilles, this being the 
nearest port to their present sources of supply. On the other hand, in view of 
our commitment to the French Conference that we would maintain their rates 
and on the strength of which they give us copies of their tariffs and keep us 
posted of changes, it does seem to us that we would lose much more in following 
out Paris’ suggestion than we might gain particularly as we are sympathetic 
to this general increase. 


Now, Mr, Chairman, a letter dated February 20, 1956—this is from 
Cunard, Liverpool, to the Cunard Steamship Co., Ltd. : 

Cunard 7-50. 
THE CUNARD STEAMSHIP Co., LTp., 
New York. 

DEAR Sirs: We thank you for your letter of the February 15, ref. ARP/ELP, 
in regard to the suggestion made by Paris proposing the elimination of the 78% 
percent increase adopted on staple fiber shipment account of J. J. Ryan & Co., 
New York, and note what you write. 

We are fully in agreement that in view of our commitment to the French 
conference whereby they keep us posted on tariff changes, ete., that it would 
not be advisable to undercut their rates, and we are advising Paris accordingly. 

March 20, 1956—it is numbered Cunard—13b—102A. 

In the interest of expediting the proceeding, may I just quote rela- 
vant parts of this letter? 

The CuHarrMan. Yes. 

Mr. Maerz. This letter is dated March 20, 1956, from Cunard 
ere » Co., Litd., New York, to Cunard, Liverpool, a letter pre- 

ared b * W. K.—who would that be, Mr. Daly ? 

Mr. Witu1am Dary. C. W. Kenick, the general freight manager, 
who retired about 4 or 5 years ago. 

The Cuatrman. Of Cunard, in the United States. 

Mr. Maerz, Mr. Chairman, quoting from the third paragraph of 
the March 20, 1956, letter : 


The only trades in which we are currently interested and in which we are not 
conference members; i.e., French Atlantic and Swiss presumably do, but we as 
individuals have never filed— 
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and that refers to a proceeding by the Federal Maritime Board to re- 
quire the filing of westbound rates; is that correct ? 

Mr. Wini1am Datry. May I have the question again, Mr. Maletz? 

Mr. Materz. I say, that sentence refers to a proceeding pending be- 
fore the Federal Maritime Board ? 

Mr. Wnatam Daty. Is this 13b—-102A ? 

Mr. Matetz. Yes, sir. 

Mr. Wiiu1am Dary. And whereabouts is it, sir? 

Mr. Maerz. I was just saying that that sentence refers to a pro- 
ceeding before the Federal Maritime Board. 

The Cuarrman. It isthe third paragraph of the letter. 

Mr. Maerz. Maybe I had better read the entire paragraph of the 
letter, Mr. Chairman. 

The Board for some time has been requiring all conferences to file their 
tariffs as well as supplements purely as a matter of information and all the 
conferences in which we have an interest do so. The only trades in which we 
are currently interested and in which we are not conference members; i.e. 
French Atlantic and Swiss presumably do, but we as individuals have never 
filed. We believe this effort by the Board is due to their inability to ascertain 
what the nonconference members such as Isbrandtsen are quoting. This as a 
matter of information, was particular brought out in some of their hearings, such 
as the Japanese Pacific Westbound. 

We do not consider any useful purpose will be served by identifying ourselves 
in the proposed hearings as indicated in the last paragraph of the notice, as 
in view of our commitments to the French Conference, if any such individual 
filing is necessary, we can file the required statement to the effect that we are 
maintaining the rates of that conference. 

I now quote from a letter dated March 27, 1956, Cunard 13b—104. 

Do you have that, sir? 

Mr. Wiiu1aM Daty. Yes, sir. 

Mr. Materz. Quoting from the second paragraph—and this is a 
letter from the Cunard Steamship Co., Ltd., Liverpool, to Cunard, 
New York, is it not? 

Mr. Wiix1aM Daty. Yes, sir. 

Mr. Maerz. The second paragraph : 

As you say, we are interested in the French Atlantic and Swiss trades, and 
although we are not members of these conferences we do protect the conference 


rates, and it will be in order for you to file the necessary letter with the Federal 
Maritime Board advising them of our action. 


I now refer you, Mr. Daly, to a letter dated April 6, 1956, No. 
Cunard 7-53B. Do you have that, sir? 

Mr. WittraM Daty. Yes. 

Mr. Materz. And this is to Mr. Sprigings, in the Cunard office in 
Liverpool, from WNH. Who would that be, WNH ? 

Mr. Witx1am Daty. That would be Hicks of our Paris office. 

Mr. Materz. Of your Paris office? 

Mr. Witii1am Daty. Yes. 

Mr. Materz. And whois Mr. Sprigings? 
_ Mr. Wit11am Daty. Mr. Sprigings is the general freight manager 
in Liverpool. 

Mr. Materz. And Liverpool is where the headquarters of the 
Cunard are located ? 

Mr. Witu1am Daty. Yes. 

Mr. Materz. Reading the first three paragraphs: 

I duly receive your letter of March 26 and have read with interest Mr. Kenick’s 


correspondence with particular attention to the first paragraph of his letter 
to your good self and the closing lines of his letter to Brocklebanks. 
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In this connection we certainly have no written agreement with the conference 
lines covering the protection by us of the published tariff rates. To the best of 
my recollection, I even doubt whether we have ever given to the lines, either 
individually or as a group, any verbal undertaking in this respect, although it 
has of course come to be generally accepted and recognized by all concerned that 
we do, in fact, operate under the rules, regulations, and rates of the conference 
tariffs, both French and Swiss. 

It would, in any case, probably be inferred from the fact that the conference 
lines authorized their secretary to keep us officially posted with complete tariffs 
and notices of tariff changes that some such unwritten understanding does 
exist. 

Mr. Daly, do not these documents indicate that Cunard Lines 
have a commitment with the Westbound Continental Atlantic Con- 
ference to maintain the rates of that conference when Cunard lifts 
cargo from a port covered by that Continental Conference ? 

Is that not what these documents indicate? 

Mr. Wi11am Daty. Of course it is. 

Mr. Maerz. In other words, these documents indicate that there 
is a secret gentlemen’s agreement, do they not, between Cunard and 
the French Inbound Continental Conference? 

Mr. Wriu1am Daty. This is something that was done abroad, Mr. 
Maletz, I do not know why they did it this way. I haven’t the 
vaguest idea. 

Mr. Maerz. Have these documents been called to your attention ? 

Mr. Wiuuzam Daty. I have read them since you produced them 
from our files; yes. 

Mr. Maerz. Have you notified Liverpool that this secret gentle- 
men’s agreement should have been filed with the Board and approved 
by the Board before becoming effective? 

Mr. Witi1am Daty. Of course; it is shown as March 27. 

Mr. Maerz. This agreement has been in effect how long, Mr. Daly? 

Mr. Witu1am Daty. I have no idea, Mr. Maletz. 

Mr. Maerz. This agreement has been in effect since 1956, has it 
not? 

Mr. Witu1am Daty. I don’t know. 

Mr. Maerz. Similarly, don’t these documents indicate that Cunard 
has a secret gentlemen’s agreement with the Inbound Swiss Confer- 
ence to maintain the rates 

The Cuatrman. Before you go to to that, this information will be 
sent to the Federal Maritime Board and the Department of Justice 
for appropriate action. 

Mr. Materz. Cunard is not a member of the Swiss/North Atlantic 
Freight Conference which covers traffic originating in Switzerland 
and shipped to the U.S. North Atlantic ports. Is that right? 

Mr. Wiii1amM Daty. Yes, sir. 

Mr. Materz. Is it correct that on occasion Cunard moves cargo in 
the routes covered by the Swiss/North Atlantic Freight Conference? 

Mr. Witi1am Daty. Yes. 

Mr. Maerz. Your attention has been directed to various docu- 
ments from which I have quoted. 

Is it not a fact that these documents also indicate that Cunard has 
a secret gentlemen’s agreement with the Swiss/North Atlantic Confer- 
ence under which Cunard undertakes to maintain the rates established 
by that conference ? 
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Mr. Wiuu1am Daty. I don’t know about it being secret, sir, all I 
know is what I have read in these papers since you produced them. 

Mr. Materz. These papers do indicate the existence of such an 
agreement, do they not ? 

Mr. Wiit1aM Daty. Yes. 

Mr. Materz. And that agreement was not filed with the Federal 
Maritime Board for approval under section 15 of the Shipping Act? 

Mr. Witu1am Daty. Not that I know. 

Mr. Maerz. Could you tell the committee when this agreement was 
entered into ? 

Mr. Wuiu1Am Daty. I don’t know anything about this agreement at 
all, Mr. Maletz. 

Mr. Maerz. Was the first time your attention was directed to this 
agreement when you saw these documents ? 

Mr. Wiiu1aM Daty. Yes, sir. 

Mr. Maerz. When you saw these documents did you bring the 
entire matter to the attention of Liverpool 

Mr. Witu1Am Daty. I didn’t personally, Mr. Maletz. 

Mr. Maerz. You said that these agreements were not secret, but 
apparently they were so secret that you didn’t know about them until 
these documents were called to your attention; isn’t that right ? 

Mr, Witu1aM Daty. That is true, 

Mr. Maerz. So these agreements were in fact secret; weren’t they? 

Mr. Witu1aM Daty. That is stretching it a little bit. 

The Cuarrman. I am constrained again to refer this matter to the 
enforcement authorities, namely, the Federal Maritime Board and the 
Department of Justice for appropriate action. 


Mr. Maerz. At this time, with your permission, Mr. Chairman, I 
would offer the documents referred to together with other materials. 
(The documents referred to follow :) 
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THE {CUNARD STEAM: SHIP COMPANY LIMITED FLS 


CUNARD WHITE STAR CUNARD BUILOING, 
. 


GENERAL MANAGER'S OFFICE 
ECC/MEB 

TELEGRAMS “CUNARD, civgReoOoL,3° hr LIVERPOOL, 3. 

“CUNARNSTAR AivEeRPCOL 3 


| re Yes LiveRPOO! CEANNTRA 20! 31st Jonuary, 196. 
The Cunard Steam-Ship Company Limited, \ 
iW YORK. 


Dear Sirs, 


In regard to the stcple fibre treffic shipped at 
Usvre account Messrs. J.J. Ryan, New York; Peris Office 
inform us thet the shippers have suggested to them that 
wey as @ nor.-Conference Line, sliould agree to waive the 
12.5% ° freight increase which the French Conference are 


opsite from March Ist, 196. 


Az you will appreciete, this is contrary to our 
general policy of following the Conference arrengenents, 
ut before we make ¢ decision ve should like to kuow whether 
you cen ascertscin whet would be the importers reaction to 


the proposed increase, end whether it is likely to affect 
their French trade. 
We should therefore eppreciate your views. 


Yours feithfully, 


THE CUNARD STSM4SHIP COMPANY LIMITED. 


HN 
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February 15, 1956 


The Cunard Steam-Ship Co. Ltd., 
General Munager's Office, 
Liverpool 3, ENGLAND 


Dear Sirs, 


We have your letter of January 3lst, 
ECC/MEB regerd’ng letter from Paris sugresting the 
possible elimination of the general. 123% increase 
adopted by the French Conference on Staple Fibre™ 
traffic shipped fron Havre to the J.J. Ryan & Cow, 
New York. © nee —o gean me co} Sida S m 


We have discussed in general terms the 
question of rate increese vith this consignee, who 
did not show any material concern over it possibly 
due to the fact th:t presently most of this traffic 
is moving over eaaeee ENS this being the,ne::rest 


Yours sincerely, 


THE CUNARD STEAN-SEIP COMPANY LIMITED. 
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AIR MAIL 
Tel-tat 
-SHIP COMPANY LIMITED FEB 23 1955 


ITE STAR CUNARD BUILDING, 


AGERS OFFICE 
Cunaad. LIVERSQOL,3 ECC/MEB LIVERPOOL, 3. 
CUNARD SIAR, LIVERPOOL ,2 * 
wwe ROO: CoNtTRAL 92C 


sir 


20th February, 1956. 


The Cunard Stean-Shik Company Limited, 2 
NEW YORK. Lu 


Dear Sirs, \/ 
ie 


4 
rc 


/ We thank you for your letter of the 15th#ebrusry, 

J “ref. ARPsELP, in regard to the suggesti de by Paris 

! proposing the gfiminstion of the 12% increase adopted 
e@ shipment eccount of J.J. Ryan & hao 


—, 


“Nea_York, and note what you write. ~~--~"~~ 


Poris accordingly. 


eS RRR SII, 
Yours feithfully, 


Tile CUNARD STERL-OUP COMPANY LIMITED. 


runic N 
Se 


— 
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mn | \ 


nr 


VV. 144-\ 


> 
Pune O. 


Rue Oh fe 


— 


March 20, 1956 
The Cunard Steam-Ship Co. Ltd., 
General Manager's Office, cpanel 
Liverpool 3, ENGLAND 


Dear Sirs, 


«< 


IWIPO RT RATES. ” _ 


q 


We refer to C.I.B. Report J-102 - 
of March 15th which we sent you under dete of 
March 19th. 


~ 


Ye have now received a formal 
notice from the Board addressed to ourselves 
as well as Messrs. Brocklebanks in our care and 
for ready reference, we attach hereto copy of 
this notice. 


The Board for sometime has been 
requiring all Conferences to file their tariffs 
as well as supplements purely as a matter of 
information and all the Conference in wich we 
have an interest do so. > only tradesin which 
we are currently interestd an n which we are 

O Te ms Sy ee. Frencn Atlantic 
and Syviss presu™ 7, Go, But we as individuals 
ave never [ite®. we Believe this effort by the 
Board is due to their inability te ascertain whet 
the non-Conference mend «rs such as Ishbrandtsen 
are quoting. ‘his as a matter of information, 
was particularly brought out in some of their 
hearings, svch as the J-panese Pacific Westbound. 


Ye do not consider anv uroful pur- 
pose will he served by identifving ourselves 
in the proposed hearings as indtezted in the last 
paregra.h of the notice, zs in vier of o1 ommd t= 
ments to the french LEE EO Ci EDs Sach in- 
dividual Tiling is necessary, ‘e 2 e re- 
GUired sucgouens Uo the effect Ci: at nain=- 
aining the rates cf thi:il Vonterence. As a matter 
° ac was Our practice prewer on Eastbound 
transhipment business where we were resuired to 
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file monthly letters with respect to all of 
the various trades in which we were then issu- 
ing through bills of lading. 


Yours sincerely, 
\ \ ‘ > ’ oT 
3 


o 


- - < en 
THE CUNARD STEAM-SHIP COMPANY LIMITED. 
A 


” 
< 
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AIR MAIL 


MAR 3.0 1956 


THE CUNARD STEAM-SHIP COMPANY LIMITED 


CUNARD WHITE STAR CUNARD BUILDING, 


GENERAL MANAGERS OFFICE 


TELEGRAMS “CUNARD, LIVERPOOL,3” PVCS/MEB LIVERPOOL,3 F 


“CUNARDSITAR. LIVERPOOL, 3 
TELEPHONE UVFRPOO. CENTRat 920! 
7th March, 1956, 


The Cunard Steam-Ship Compsny Limited, 
NEW YORK. A 
Dear Sirs, 

Inport Rates. 


Thank you for your letter of the 20th March, ref. 
CWKsELP, and we note the formal notice you have 
received from the Federal Msritime Board for the 
filing of rates. 


wis you se 
Atlantic and | 


ard sevistag’ o of our action. 
Se eS I 
We agree with you that no useful purpose would be 
served by our filing any written statement or comment 
end it should be sufficient simply to give formal 


notice that we do protect Conference rates in both the 
trades mentioned. 


Yours faithfully, 


THS CUNARD STEAM-SHIP COMPANY LIMITED. 


eS Viarorer 
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a 
i wh aD we 
iA ir 24 
ow BONE 
ora 


March 27th, 1956 


CODES: EW BOE, SENTLEVS, 
SCOTTS 10TH, LOMBARD, PENTA. 


CUT one wnitenas Dao 
cague aponess “FuNcH” 


The Cunard Steamship Company, Ltd. 
25 Broadway 
New York h, New York 


Attn: Mr. W. Y. Daly 
BROCKLEBANK'S CUNARD SE.:VICE (GULF 
Gentlemen: 


We enclose notice received from the Department of Commerce- 
Federal Maritime Board advising it is their intention to require all 
common carriers by water to file with them inbound rates, rules and 
practices and assume you have passed copy of this notice on to 
Messrs. Thos. & Jno. Brocklebank Ltd., Liverpool, England. 


For your information, we would advise that our Mr. V. 
Arnesen will visit Washington, D.C. on March 28th to discuss this 
subject with Mr. L. Tibbott in order to obtain more complete in- 
formation on this important matter. 


Yours very truly, 


FUNCH, EDYE & CO., INC. 


Cc. E. Dohn, Manager % 
Inward Freight Department _ 
CFD:me 
Enclosure 
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DEPARTMENT OF COMMERCE 


FEDERAL MARITIME BOARD wake Ee is ae 
(46 CFR Ch. II) MARCH 15, 1956 


(FEDERAL MARITIME BOARD ) 
DOCKET WO. 789 


FILING OF FREIGHT RATES IN THE FOREIGN IMPORT 
TRADE OF THE UNITED STATES 


NOTICE OF PROPOSED RULES MAKING 


Notice is hereby given that pursuant to section 19, Merchant Marines 
Act, 1920 (46 U.S.C. 876), and sections 20) and 21), Merchant Maring Act, 
1536 Oh 8.9.8 tran, ana La2h+, the Federal Maritime Board nas instituted 
an investigation ami proposes the issuance of a rule requiring the filing 
with the Nederal Maritime 5oard of schedules and all ameniments thereto of 
all inbound rates, charges, rules, regulations, and practices established, 
observed, and assessed by all common carriers by water subject to the Ship- 
ping Act, 1916, as amended (6 U.S.C. 801 et. seq.) and engaged in the for- 
eign import commerce of the United States including all of its Districts, 
Territories, and possessions. Consideration is being given and comments are 


invited as towhen such schedules shall be filed. 





All such common carriers by water are made respondents in this 
proceeding. ; 

Persons interested in the proposed rules may file with the Secretary, 
rederal Maritime Coard, Washington 25, 0.C., within sixty (60) days after 
publication of this notice in the FEDERAL REGISTER, written statements and 
comments. 

By order of the Board. 


Dated: March 9, 1956 


/sgd./ GEO. A. VIEHMANN 
(SEAL) Assistant Secretary 


(This notice is scheduled to appear in the Federal Register on or about 
March 15, 1956) 
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| cory 


THE CUMAR er: 


ims Udesd.t ~ 






i-SHIP COMPANY LIMITED 


Deyertnent. 74, Rue d*Heuteville, 
PARIS. 


6th April, 1956. 
V. Sprigings, Esq., 
General Menoecer's Office, 
LIVERPOOL. 
Desr Vic, 
I duly received your letter 26th Merch and heve read with interest 
‘Yr, Kenick's corres;ondense saith perticular attention to the first poregraph of 


his letter to your goodself and the closing lines of his letter to Brocklebenks. 


In this connection wo certeinly nove no written ogreen:at with tha Conference 
hy 





Lines covering the protection by us of the published Turiff rutes. b2 best of 
; recollection, I evan toubt spothor vo havo over siven to the Lines, either 


No dcubt, only Meritin. 2esrd themselves will be able to stute whether such an 
undefined situs tion chould be constr ogruenent' which requires filing. 


Actually, os you tre swore, “2 co not consiter ourselves under too tight en 
obligation in this metter oni one of tne Confer:nce rules wiich we obviously do not 
cesognize is the one r ive to transhipnents. With rovyerd to rates, whereas for 
the Express st2emers ont in & general wey vor all pessoncer veusels the Conforence 
rotes 2r2 closely edhered tc, «2 do find it convenient on occasion to hsve the 
; liberty of eesin; up on a rote or of (eying out comission in devling 
| sith treffic for the cerry «tocnars, this situ tt about as you will 


remeber by the prectices cf Cosmopolitun Line. It is only foir to udd that these 
occasions do not vrise too frajuently. 





Fror. tha second jerscre;!: of tir. Kenick's lott ‘initely clesur 
wthor the recordin: of our position witn the suritime Bo: rd is likely to couse us 
any ombirressrent in tnis respect. 


Iem sfeeid Ido not quite tet tie point in the third psrasreph of Mr. Xenick's 
letter in zich he refers to 9 3073 surcharge unc the Bleck Diumond Line. There is 
no surchere on Swiss Vesthbounc contziner troffic end I um wondaring if he is not 
confused «ith th: exastboun! , osition. B.D.Le may quite ,ossibly ve one of the Lines 
‘recentlyolloced by Messrs. Crowe: to ba either sot charging or refunding the 10% 
Eastbourd surcherre. 


Bleck Disrmond Line sor their agents tuia side z2r2 concerned in the contoiners 
used per "QUE SLIZABST” excent insofor us, efter use, they were returned to the 
8.D.L. Pier throurh Vassr.. Creee's Nov York Brokors. Thes2 units wera svoilobdle 
to Kessrs. Crowe in 2osl2 ond yo understend our /Amints wore eble to borrow them free 


* 





oe 
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of cherge insteed of renting hired contciners during the period of container- 
shortease ot tiis end. They were of course stoved ond forwarded by Messrs. Crowe, 
being handled throughout by Cunsrd orgenizetion. 

We do not know for certain thet th»: containers were sctrully B.D.L. 
property but if, os is »robsble t 2r2, ther2 is nothing abnormal in !i 
Crowe having hed thom on loen; we ourselves have in the po 
to borrow units from C.C.T. ond were also recently cb) 


; 


by lending them some of our own cont#iners. 





st hed the occusion 
U. 


S.L. 


e to wuccormodate 


I am returning herewith Mr. Kenick's covresponitne:, trustin; thet the 
ebove remerks vill be helpful te you in neki 





varn/BC 
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Mr. Matetz. I believe, Mr. Daly, that you testified that Brockle- 
banks, a subsidiary of Cunard, operates a service from Pakistan to 
U.S. ports, is that right ? 

Mr. Witi1am Dany. East Pakistan. 

Mr. Maerz. From east Pakistan to ports in the United States? 

Mr. Wii11aMm Datry. That is correct. 

Mr. Materz. What ports in the United States? 

Mr. Wiriu1am Daty. Brocklebanks are presently members of the 
Calcutta North Atlantic Conference. We have not had a sailing 
in that conference for quite sometime, they are operating one ship a 
month from Calcutta and east Pakistan through South Atlantic and 
gulf ports. 

Mr. Maerz. Now—— 

Mr. wet Mr. Chairman, might I ask a question about these 
letters 

Mr. Daly, I am not sure I understood you correctly, that you were 
not aware of any understanding that you would maintain the so- 
called French Conference rates. 

Mr. Wiutz1am Daty. No, sir; I didn’t know personally anything 
about it all. 

Mr. Meaper. You were not aware of this until this was brought to 
your attention ? 

Mr. Witx1am Daty. Yes. 

Mr. Meaper. But you were the manager of the U.S. office of Cunard 
at the time that letter was written ? 

Mr. Wirru1am Daty. No, sir; I was not, I have been manager only 
since October 1, but I was deputy general manager prior to that. 

Mr. Mraper. And you were acquainted with the gentleman who 
wrote these letters, were you ? 

Mr. Wri11am Daty. Oh, yes. 

Mr. Meaper. Did your responsibilities at that time, 1956, include 
supervision of freight rate matters? 

Mr. Witx1am Daty. Yes; they did. 

Mr. Meaper. I am a little bit surprised that you were not aware 
of this situation that you had the responsibility for. 

Mr. Witu1am Daty. For the last 28 years, I have been in the 
executive offices of the company, and I must frankly say that there 
has been much there to keep me occupied. I don’t know the intimate 
details of each branch of the business. On the other hand, the mar 
who was the head of the freight department certainly has been at 
it long enough to know what the rules and regulations were here. 

Mr. Meaper. If I had walked into your office in February of 1956 
and said, “Mr. Daly, do you maintain the rates of the conference, 
the French Conference, and sailings in that trade,” what would you 
have told me? 

Mr. Wrut1am Daty. I think that I would have told you, yes; I 
believe we did, we had the service certainly from Havre. 

Mr. Mraver. Was that on the basis of an understanding with some- 
body else, or just a practice adopted internally by Cunard? 

Mr. Witi1am Dany. Just the fact that we had the service from Le 
Havre, that I would answer you that way. 
oe McCutvocn. Mr. Chairman, I would like to ask one question 
there. 

70300 O—61—pt. 3, vol. 1—4 
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Did Cunard carry any freight, during the period that you were the 
deputy, westbound from Europe, from Le Havre? 

Mr. WituiaM Day. From Le Havre; yes, sir. 

Mr. McCuttocu. What were the rates that your company charged 
during that time? To shortcut the question, were they identical with 
the rates that were set forth in the Continental North Atlantic West- 
bound Conference and the Swiss North Atlantic Freight Conference? 

Mr. Wiiu1aAM Datry. I don’t know, sir. 

Mr. McCuntocu. How did you arrive at what the rates would be 
from the points that I have mentioned ? 

Mr. Wiiui1am Dary. I would have to get in touch with Liverpoot. 
These are westbound rates. We don’t quote firm westbound rates. 

Mr. McCuttocu. You think your rates then were the same as the 
rates covered by these two conferences ? 

Mr. Witi1am Day. From this correspondence here, I would say 
yes. 

The CHarrman. Mr. Daly, didn’t the hearings which this committee, 
conducted in New York in 1959 and the attendant publicity thereupon 
alert you to the need to review your practices in this regard ? 

Mr. Wiu1am Daty. Well, I read so much, sir, that I think every- 
body was aware of what was going on. 

The Cuatrman. Apparently you were aware, but did you actually 
review your activities ? 

Mr. Wiiu1aM Daty. Mr. Chairman, I went abroad, and at that time 
I took with me a large pile of CIB reports. And I read these on the 
way across. And I was quite surprised at the number of things that 
came out in your hearings. And at that time I wrote back to the 
general manager here in the United States asking him to look at these 
to be sure that any of the matters that had come to light through 
your committee were not occurring with us. 

The Cuarrman. But apparently they have occurred and recurred 
and apparently your instructions either fell on deaf ears, or if they 
didn’t, they weren’t carried out. 

Mr. Wituiam Daty. Well, sir, I do not control what the actions 
are of the people on the other side, sir. 

The CuatrMan. Didn't the proceedings before the Maritime Board, 
which have been going on for some time, also alert you and those 
associated with you in Cunard as to the need for reviewing your 
activities ? 

Mr. Wiix1am Day. We reviewed quite a lot. 

The Cuatrman. But nonetheless, the practices have continued, that 
is, the secret agreements have continued ¢ 

Mr. Wituiam Daty. Honestly, sir, I don’t know whether they have 
continued. I notice in the letter here which Mr. Maletz has intro- 
duced—— 

The Cuamman. Have you any evidence that they have been 
discontinued 

Mr. Wiiu1am Daty. No, sir. But I notice here in March of 1956— 
and it will be in order for you to file the necessary letter from the 
Federal Maritime Board advising them of our action 

The Cuarrman. Was that filed ? 

Mr. Wi11am Datry. I don’t know, sir. 
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The Cuartrman. Will you put in the record information as to 
whether it was or was not filed ? 

(Subsequently, Cunard supplied the information, which appears at 
pp. 113-118.) 

Mr. Wittr1aM Daty. Yes, sir. 

Mr. Maerz. Mr. Chairman—Mr. Daly, referring to the inbound 
trade with Pakistan, do you know whether or not there is an inbound 
conference covering the Kast Pakistan trade to the United States? 

Mr. Witu1aAM Dary. There is no conference as of the present time, 
there has been an application filed with Washington for the forming 
of one. 

Mr. Maerz. When was that application filed ? 

Mr. Witu1AmM Day. Oh, within the last 3 or 4 weeks. 

Mr. Materz. Isn’t it a fact that the member lines serving the in--. 
bound trade from east Pakistan have all been quoting identical rates 
notwithstanding that a conference agreement has not been approved 
by the Maritime Board ¢ 

Mr. Wituiam Daty. Well, as far as we are concerned—I can’t talk 
for the other lines—as far as we are concerned, on the east Pakistan 
trade, it is competitive with Calcutta. The items that come out of 
east Pakistan are the same that come out of India today, and we 
quoted the very same rates as we bring the cargo out of Caleutta. 

Mr. Marerz. I am not talking about the trade from Calcutta, I am 
talking about the trade from east Pakistan. 

Mr. Witt1aM Daty. You are asking me about the rates, and I stated 
the rates that we quote. 

Mr. Maerz. Is it not a fact that the lines engaged in the inbound 
trade from east Pakistan, including Brocklebanks, a subsidiary of 
Cunard, have a price-fixing agreement covering their rates even though 
Board approval has not been granted under section 15 of the Shipping 
Act? 

Mr. Wituram Daty. I don’t think that is true at all, Mr. Maletz. I 
don’t know what any other lines have done from east Pakistan, all I 
know is what I have done, and what rates we have quoted. 

Mr. Maerz. Aren’t the rates identical, aren’t the rates charged 
by competing steamship lines from east Pakistan identical ? 

Mr. Witt1am Daty. I don’t know that, sir. 

Mr. Matetz. I direct your attention to a document dated March 29, 
1956, captioned, “Cunard 13b—106A.” 

Do you have that, sir? 

Mr. Witi1aM Datry. Yes, sir. 

Mr. Maerz. May I direct your attention to the last paragraph on 
the first page. This is a letter, from the Cunard Steamship Co. pre- 
pared by Mr. Kenick to Funch, Edye & Co., a subsidiary of Cunard ; 
isthat correct ¢ 

Mr. Witi1am Day. That is correct. 

Mr. Maerz. The last paragraph of the first page reads as follows, 
does it not : 

As a matter of information, we attach hereto copies of our letters to both 
Brocklebanks and New Orleans on this subject. Most of our activities are cov- 
ered by conference, except up until now for one reason or another the lines 
operating from east Pakistan have not seen fit to form a conference; as you 


will see, we have asked Brocklebanks with respect to that. There is, however, 
a unique situation there in that the rates quoted are all identical and it might 
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be that some filing might be necessary with respect to this, but in any case the 
commodities shipped are limited in scope and the filing of monthly details as to 
rates actually charged would not be very much of a problem. 

Doesn’t this document indicate that the lines carrying inbound 
freight from east Pakistan do in fact charge identical rates? 

Mr. Wiutu1Am Daty. It doesn’t say that in this letter, Mr. Maletz. 

He actually says: 


There is, however, a unique situation there in that the rates quoted are all 
identical. 

Mr. Marerz. Yes, sir. 

Mr. Witu1Am Dany. If he is referring to our own business, they are 
identical with Calcutta. 

Mr. Maerz. Identical with what ?. 

Mr. Wiiti1am Dary. With the rates that we quote from Calcutta. 

Mr. Maerz. And doesn’t he also say, it might be that some filing 
might also be necessary ¢ 

Mr. Wituiam Daty. I think he is thinking in terms of ourselves. 
I didn’t write the letter, I am only trying to interpret what I believe 
he might have meant. 

Mr. Maerz. I see. 

Wasn't it the position of Cunard that it did not want to have estab- 
lished a conference serving the inbound trade from east Pakistan on 
the ground that, should a conference be established, the Clan Line 
might desire membership ¢ 

Mr. Witiiam Dany. I don’t think that istrue at all. 

Mr. Maerz. I direct your attention to a document dated April 6, 
1956, captioned “Cunard 7-52A,” from Thomas & John Brocklebank, 
Ltd., to the Cunard Steam-Ship Co., Ltd., New York. 

Do you have that, sir? 

Mr. Wirri1am Datry. Yes. 

Mr. Materz. And I direct your attention to that letter beginning 
with the fourth paragraph of the first page. This is a private and 
confidential letter, is it not ? 

Mr. Wiiu1am Daty. Yes. 

Mr. Materz. Do you have it? 

The Cuatrman. The letter is marked “Private and confidential” ? 

Mr. Materz. Yes. 
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You will remember that after partition of India and Pakistan and the move 
eastward of the old Calcutta Jute business to Chittagong and then Chalna, the 
lines had no option but to follow the trade. Since Chittagong rates were tradi- 
tionally the same as Calcutta’s, there was no difficulty about any line knowing 
what to quote, but we think we are right in saying that no serious move was 
ever made to form a conference, and it is, of course, quite definite that there is 
in existence no written agreement regulating rates or establishing practices in 
the trade from east Pakistan ports to America. 

We have always been rather keen to let matters stay as they are since if a 
conference were formed Clan Line would naturally become members of it and 
while they were about it decide that they should apply for membership of the 
Caleutta/U.S.A. Conference also. Such a move would be logical and no doubt 
necessary on Clan’s part. They are, of course, more than capable of thinking 
all that out for themselves, and if or when they ever decide to look in the direc- 
tion of the Calcutta/U.S.A. traffic they would do so, but it has suited us and 
Messrs. Ellermans not to accelerate any ideas they may already have as a plan 
for the future. Please treat this as a confidential expression of our own views. 

In your preliminary approach to the line of action you may take you suggest 
that in the case of the Calcutta/Gulf rates you could refer to rates on file for the 
North Atlantic. We suppose it is stretching the imagination too far to do the 
same with Pakistan and Visakhapatnam. Agreed there is a distinction with a 
difference, but Calcutta rates have been the traditional tariff to use for quota- 
tions from east Pakistan and Visakhapatnam. 


Mr. Chairman, I would offer these documents for the record at this 
point. 
(The documents referred to are as follows :) 
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K~-936 
March 22, 1956 


Kessrs. T. & J. Brocklebank, ae 
cunurd Building 
Liverpool 3, ENGLAND 


Deer Sirs, 


Import Rete Filing, 


For ready reference we attcch hereto 
notificoticn issued by the Federal Meritime Board 
with respect to the filing of inward rates. This 
has not been a requirenent bitherto, slthough feste 
bound Conference lines as 2 result of their egree- 
ment with respect to rates, ire revcuired to file their 
tariffs and supplements. As fer as your inward 
service is concerned Mr. Sacxett has deen filing this 
information on behalf of the Calcutta, Colombo and 
Red Sea Conferences. Hovever, no filing hes been 
mede as far es we know by any one regerding Pakistan, 
Vizag or for thet wetter the Yulf rates, wher: we are 
following the North Atlrntic tariff, 





Ye see ne useful purpose in prrticipating 
in the hezrinrs as suggested in tho lest porezrath as 
this is an effort primarily to get infornstion out of 
' the regul:-r non-Conference Lines such es Isbrandtsen 
who have been under-cuoting conference rates. It is 
our thought, therefore, to awnit developments. 


Prewar when ve had a rather extensive trense 
shipment arrangements und t': e vere not so meny gaod 
direct services to many poftis of the world, we «re re- 
auired to file our Eastbound rates which we did on a 
monthly besis. It was quite a sim-le rout'ne procedure 
since the number of conrod ‘ es wos limited.'! In the 
case of the Gulf rates, we er to the rates on file 
for the North Atlintic, but ‘fee Vizag and Pakistan vith 
the absence of any -vonference arrangement, we would 
probably have to specify the specific rates on -nyt):ing 
carried. 
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Ha 8 bs cde SDaagdill the ading.to a 
formation of the Pakistan apcrations-in view of the 

mmber Of uines involved, or jc Enere inv avreement 

which pirht be subject to filing with the Rozrd, since 


Phe BOLoning Ach very Specifically req -§ the filing 
with the Board of anv agreement written or oral between 
wo or more nes W espec °o Al A Smnerce? 


nd A I EI TET CE OC TLE DE TIS 


Yours sincérely, 
THE CUNARD STEAM=SHIP COMYANY LIMITED. 


Att. 
CYK: ELP 


347 
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K-958 March 29, 1956 


Funch, Edye and Co. Inc. 
25 Broadway, 
New York 4, New York 


Attentions Mr. T. Royden 
Dear Sirs, 


NWARD FREITGH 


Thanks for the advices in Mr. Dohn's 
letter of March 27th from which we note that Mr. 
Arnessen is going to Washington to discuss this 
matter with Ur. Tibbott. 


Since all inward freight Conferences 
have to file their tariffs and supplements, this 
is an effort to obtein similar information from 
the independent operators, particulerly such 
special non-Conference operators as Isbrandtsen. 
As you know, now ell of the non-Conference opera~- 
tors are required to file their outward rates and 
this information the North Atlantic Conferences 
particularly Continental Lines have been using to 
watch the activities of their non-Conference com- 
petitors. From what we can gather it is the ain 
of the Board to adopt something similar. Ve would, 
in any case, do wht is required and therefore, we 
have, as a matter of policy, decided not to take 
any part in the proposed discussions, but fall in 
with whatever the Board would prescribe. 





As a matter of inforzation, we attach 
hereto copies of our letters to both Brocklebanks 
and New Orlesns on this subject. te 


activitie : S OVE “ie oy "ate p Pp 
») now oO one BS S O ANLO ene at: OD Pprate- 
ng from Eas Pai stan héve not seen fit to form 
0 CTCNCS, B25 VOU witt See, We fave a57eq Bro e- 


eae respect to et. there lovever, & 
rh 1) ad POT ciel e i!) Git Tie tee OUOLed are 
pnt 


idential and might be thst some f . 
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be ne _ bu any 

e the comm ties snipped are ed in scope 
and the filing of monthly details as to rates 
actually charged w uld not be very much ef a 
problem. 


Yours sincerely, 


TRE CUNARD STTAM-SHIP COMPANY LIMITED. 
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THOS. & JNO. BROCKLEBANK LTD. veecrams: ** BROCKLEBANK. LIVERPOOL 3” 
Ye.erroms: CENTRAL 6633 
STEAMER SaRWcEs: 
U.K. 2@ Qunore To ano from ima, Parustan CUNARD BUILDING 
ano CEYLON. 


Bea, PARUSTAN AND CEYLON TO U.S.A P.O. Box No. 26 
Denna, PAPUSTAN AND CeYLON TOU SA. (Gus vv v af 
USA. TOU. 


LIVERPOOL 3 


6th April, 1956. 


The Cunard Steam-Ship Co. Ltd., it \ t 
i 
NEW YORK. 


PRIVATF_AND CONFICESTIAL 
Dear Sirs, 


IMPORT RATE FILING 


Thank you for your letter of 22nd March with which 
you enclosed a copy of a letter from the Department of 
Commerce Federal Maritime Foard, dated 9th March. 


We naturally look to you for guidance on procedure 
in affairs of the Foerd, although the implication of what 
could follow our own end other Lines compulsory compliance 
with the Board's requirements are plain enough. 


You ask whether any move to form a Pakistan Ccnference 
is contemplated. The answer here so far as we are concerned 
is no, and we have no reason to believe that others have 
dissimilar ideas. 


You will remember that after Partition of India and 
Pakistan and the move eastwards of the old "Calcutta" Jute 
business to Chittagong and then Chalna, the Lines had no 


option but to follow the Trade. oI agate cee cs 
were cree sones tx — same ss Calcutta’s, tnere was no 


We have always been rather keen to let metters stay as 
they are since if a Conference were forned Clan Line would 
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fhe Cunard Steam-Ship Co. Ltd., 
NEW YORK, 6th April, 1956. 


naturally become members of it end while they were about 
it decide that they should aonly for membership of the 
Caleutta/U.S.A. Conference also. Such a move would be 
logical and no doubt necessery on Clan's part. They are, 
of course, more then canable of thinking all that out for 
themselves, and if or when they ever decide to look in the 
direction of the Cen erence traffic they would do so, 
but it has suited us and Messrs. Fllermans not to accelerate 
any ideas they may already have. as a plan for the future. 
Please treat this as a confidential expression of our own 
views. 


In your preliminary approach to the line of action 
you may take you suggest that in the case of the Calcutta/ 
Gulf rates you could refer to r«-tes on file for the North 
Atlantic. We suppose that it is stretching the imagination 
too fer to do the same with Pakisten end Visekhepatnem. 


stinction with a difference, a cotountes 
Sous heen tbe Dis pelieirieederrneiel 1 


rom Fast Pakistan and Visakhapatnam. 


Rates - Calcutt?/U.S.A. We are getting cown some facts 
and figures end are conferring with Messrs. Fllermans. We 
are writing a separate letter to you today to give you the 
information you heve asked for about rates to Europe and 
will let you have our opinion on U.S.A. rates in time for 
the next Conference ‘Meeting on 12th April. 


We are, dear sirs, 
Yours faithfully, 


FOR ARD ON SEHALF O° 


THOS. & JNO. Bac ten Ae 
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Mr. Maerz. Now, is it your testimony that the lines serving in the 
inbound trade from east Pakistan to the United States do not have 
identical rates? 

Mr. Wii11am Daty. I don’t know what rates they have, sir. 

Mr. Maerz. These documents would indicate, would they not, that 
they do have identical rates ? 

Mr. Wituiam Daty. These documents indicate that. the rates being 
quoted, as far as we are concerned again, and I must insist that it is, 
because they had no conferences with anybody else at all, were the 
rates that were in the conference at Calcutta. Now, whether the other 
lines did the same thing that we did, I have no way of knowing. 

The Cuarrman. Mr. Singman ? 

Mr. Stneman. Mr. Chairman—Mr. Daly, if you were going to quote 
a rate to a shipper who is interested in importing goods from Chitta- 
gong, how would you quote a rate to him? 

Mr. Witr1am Daty. Do I understand you correctly? What rate 
would I quote? 

Mr. Stneman. How would you determine upon a rate to quote toa 
shipper interested in importing goods from Chittagong ? 

Mr. Witi1am Dary. I would quote from the rate that we have been 
using in Calcutta. 

Mr. Stneman. You would ? 

Mr. Witx1am Datry. Yes. 

May I say this, sir, that very, very few commodities come out of 
Chittagong, practically two. 

Mr. Stneman. Whatever shipment did come out of there you would 
quote a Calcutta rate. 

Now, you said in answer to a question of Mr. Meader earlier, that 
if you were going to quote a rate to someone from Le Havre, you 
would have to wire Liverpool. Why is it with respect to goods coming 
from Chittagong you set the rate rather than having to wire Liver- 
pool or Calcutta or anywhere abroad ? 

Mr. Witt1am Daty. Because we are a member of the conference 
here on Calcutta. 

Mr. Srneman. But you are not a member of the conference from 
Chittagong to the United States, are you ? 

Mr. Witu1am Day. We are from Calcutta. 

Mr. Stneman. But the shipment I am talking about would be 
from Chittagong. 

Mr. Wiiu1am Daty. Yes. 

Mr. Stneman. Why is it with respect to Chittagong which is close 
to Calcutta you would quote the Calcutta rate, but with respect to 
shipments from Le Havre, which is pretty close to Liverpool, you 
would have to ask Liverpool for the rates ? 

Mr. Wituiam Dary. We are in the conference from Calcutta to 
the United States, and the commodities that come out of Chittagong 
are exactly the same as Calcutta, 

Mr. Stneman. You are a member of the conference from Liver- 
pool to the United States, are you not ? 

Mr. Witi1am Daty. Yes. 

Mr. Sineman. But you are not a member of the conference from 
Le Havre to the United States? 

Mr. Wiiu1am Daty. No. 
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Mr. Stneman. Why isn’t the same procedure followed? 

Mr. Witu1Am Dary. Because I don’t see how we would know what 
the rates are from Le Havre, if they are not a member of the con- 
ference ¢ 

Mr. Stneman. How would you know what rates exist from Chit- 
tagong. 

Mr WitutAm Daty. I don’t know what rates exist from Chittagong. 

You asked me if I wanted to quote a rate what would I quote. And 
I said I would quote the Calcutta rate. 

Mr. Stneman. In other words, for Chittagong you don’t need a rate 
from Liverpool, but for Le Havre shipments you do? 

Mr. Wiiu1aM Daty. Yes. 

The Cuatrman. Apparently our check is inconclusive as to East 
Pakistan, and I am going to ask counsel to refer this for further in- 
vestigation to the Federal Maritime Board and the Department of 
Justice. 

Mr. Maerz. Mr. Daly, I would like to turn to another subject, if I 
may. Is it or is it not a fact that Canadian and United States steam- 
ship operators have had for a number of years a secret gentlemen’s 
agreement dividing up the territory ? 

Mr. Witu1am Daty. Cunard and who, sir? May I have the ques- 
tion repeated, Mr. Chairman ? 

The CuarrMAn. Yes, repeat it. 

Mr. Mauerz. Mr. Daly, is it or is it not a fact that Canadian and 
United States steamship lines have had for a number of years a 
secret gentlemen’s agreement dividing up territory ? 

Mr. Tuomas Daty. Mr. Maletz, is this the matter that is now in 
litigation ? 

Mr. Materz. No, sir. . 

Mr. Tuomas Daty. If it is, I respectfully suggest that the witness 
should not be asked about it. 

Mr. Maerz. No. I am talking about a possible secret agreement 
between the United States steamship lines and Canadian steamship 
lines dividing up territory. Has any such matter been brought to 
your attention ? 

Mr. Wiu1am Daty. No, it has not. 

Mr. Tuomas Daty. This is not the Great Lakes matter? 

Mr. Materz. No. 

Mr. Tuomas Daty. I just wanted to be sure. 

Mr. Witx1am Daty. I would like to know, if I may, Mr. Maletz, 
what division is referred to. I am not clear. 

Mr. Maerz. Let me ask you more specifically, is it or is it not cor- 
rect that American and Canadian steamship lines gave each other a 
very definite commitment that on sailings to the Continent of Euro 
and to the United Kingdom before a member of either group would 
berth ships into the other’s territory, it would have to be cleared 
through the respective conferences ? 

Mr. Witt1am Daty. If there was any such agreement, I don’t 
know about it, and we certainly wouldn’t do it, why should we barge 
in on our Own service, we have ships of our own from Canada. 

Mr. Maerz. Let me ask you this question: Was there ever any 
secret agreement between United States and Canadian steamship lines 
that in the event a United States conference vessel wished to pick up 
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cargo at a Canadian port or a Canadian conference vessel wished to 
pick up cargo at a United States port, this would have to be cleared 
through the respective conferences ¢ ' 

Mr. Wiiuiam Datry. I don’t know of any such agreements, sir. 

Mr. Materz. May I direct your attention to a number of docu- 
ments. First, may I direct your attention to a letter dated February 
24, 1953, to Mr. George McClaren of Cunard in Montreal, Canada, 
from Mr. CWK, Mr. Kenick, which is numbered Cunard 13b-63A. 

Do you have that, Mr. Daly ? : 

Mr. WixuraAm Day. Yes, Mr. Maletz. 

Mr. Maerz. You have that ? 

Mr. Wititam Daty. Yes. 

Mr. Materz. May I direct your attention, in the interest of ex- 
pedition to the part of the first paragraph of that letter beginning 
with the fourth or fifth sentence, “It had to do with this invasion of 
each others territory.” 

Do you have that ? 

Mr. Wiiutam Daty. Yes. 

Mr. Maerz. And I quote: 

It had to do with this invasion of each others territory, although the Cana- 
dians were much more concerned with the possible invasion of their territory 
by Americans. Although we were never successful in writing an agreement 
which could be approved by the Board here, we nevertheless, gave a very definite 
commitment to one another that we would carry out the spirit. This applied 
only to the Continent and U.K. at the time and definitely provided that before 
a member of either group would berth ships in the others terrtitory, it would 
be cleared through the respective Conference, although this would not apply 


in the case of line members of both Conferences, who could take a ship from 
one trade and berth it in their other regular established trade. 


Did I read that correctly ? 

Mr. Wiiiam Day. Yes. 

Mr. Materz. I direct your attention to the last paragraph of that 
letter : 


As you know, for quite sometime to ease the situation in the British trade, 
we have been berthing one another’s ships on an agency basis using the berth 
bills of the lines of the port served, not the owners, so perhaps we were wrong 
in assuming that a similar situation would naturally apply here. I don’t think 
the cargo itself had much bearing in this case, as the Conference rates were 
maintained, what really mattered was the continued violation of what was 
understood to be a definite commitment and which may well bring about the 
abandonment of the agreement which in the long run certainly seems to me 
of much greater value to the Canadians, whose ports are on American routes 
to Europe. 


Mr. Wuuu1am Daty. I didn’t follow it, but I listened to it, Mr. 
Maletz. 

Mr. Maerz. May I direct your attention, Mr. Daly, to a com- 
munication dated March 10, 1953, captioned “Cunard 13b-68A.” 

Do you have that, sir? 

Mr. Wintam Daty. Yes. 

Mr. Ma.rrz. Reading from the first two paragraphs of the first 
page—this is a personal letter to “Dear Walter’—who was he? 

Mr. Wriutam Datry. Kenick. 

Mr. Maerz. And this was from the Montreal Office of Cunard! 

Mr. Wititam Daty. Yes. 

Mr. Marerz. Is Montreal Shipping, by the way, a subsidiary of 
Cunard? 
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Mr. WitutaAm Dary. No. 

Mr. Maerz. By the way, to digress for a moment, the controversy 
referred to in this series of communications, involve a situation where 
a Canadian ship picked up grain cargo at a Boston port ? 

Mr. Wituram Dary. According to the previous letter, yes. 

Mr. Maerz. And the reason for this series of letters was that there 
was rather vigorous complaint about a Canadian ship picking up 
grain at a U.S. port, isn’t that correct ? 

Mr. Wituiam Datry. That is what the letter says. 

Mr. Maerz. This is the letter of March 10, 1953: 


I duly received yours of February 24 and I have purposely delayed answering 
it in that the Continental Lines here were planning to have a meeting to 
discuss this whole matter. 


And was that not the matter of Canadian ships picking up cargo 
at U.S. ports? 

Mr. Witt1am Daty. It would be implied. 

Mr. Materz (reading) : 


This has now been held and to make a long story short, whilst we as members 
of the U.S. Continental Conference will probably “catch hell” at the next March 
joint meetings in New York, the whole thing has been aired here, and Russ 
Fothergill and Clive Sproule will be in possesion of all the details so far as we 
are concerned, all of this you have had in previous correspondence. We, of 
course, Were not the only offenders originally in that Montreal Shipping, who 
are not members of the U.S. Continental Conference, negotiated two ships out 
of Portland and Boston. However, their original argument has already been 
dealt with. At the meeting they found it difficult to understand why with so 
much Canadian grain going through U.S. ports a Canadian-flag ship could not 
participate without having to go through Conference channels where in New 
York they are not represented. 

The meeting lasted some 2 hours and it was finally agreed that when the mat- 
ter comes up later this month in New York Sproule would endeavor to explain the 
whole thing as a misunderstanding and that we, ourselves, here acted in good 
faith, presuming that none of the U.S, Lines were interested in that both your 
office and New York grain shipper was looking for Canadian tonnage. He will, 
however, promise the U.S. Lines Conference that there will be no recurrence and 
that should such offers be received in future they will most certainly be placed 
before Sproule here and he in turn to Andrews for clearance before any definite 
commitments are made. The other lines were agreeable to this and we trust 
that your lines in New York will accept this explanation and assurance. 

* * * * + * 


As you say, it is not the quantity of the “WANSTEAD” parcel that matters so 
much, but the principle of the thing, and I can do no more than repeat that in 
future this will be closely watched and any further applications cleared. We 
all well appreciate that if the Americans wanted to put ships to Canada—particu- 
larly in the winter—they could offer serious competition in that they probably 
average about two sailings a working day from U.S. ports. 

Now, Mr. Daly, don’t these documents indicate that there was prior 
to 1953 and restated in 1953 an agreement between the U.S. steamship 
Operators serving European ports and the Canadian steamship opera- 
tors serving European ports, that in the event a U.S. conference vessel 
wished to pick up cargo at a Canadian port, or a Canadian conference 
vessel wished to pick up cargo at a U.S. port, this would first have to 
be cleared through the respective conferences ? 

Mr. Witutam Daty. Yes. 

Mr. Maerz. Did you know about this division of territory ¢ 

Mr. Wiut1am Daty. No, I did not. 

Mr. Materz. When did you first learn about this agreement ? 
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Mr. Witiiam Day. When I read it. When you took these out of 
our files. 

Mr. Maerz. Have you taken any steps, or has Cunard taken any 
steps either to abrogate this agreement or understanding 

Mr. Witutam Day. I don’t even know whether it is going on now, 
Mr. Maletz. 

The Cuairman. You don’t even know whether it exists or not? 

Mr. Wituiam Daty. No, sir, I don’t. 

The CHairMan. At the present time? 

Mr. Witu1Am Datry. Mr. Chairman, could I clear one point with 
you, so that you could understand my difficulties just at the moment 
before this committee ? 

Mr. Kenick, who was our general freight manager, retired 4 or 5 
years ago. Mr. O'Connor, who succeeded him and had been his as- 
sistant for a very long time, about 18 months ago had a heart attack 
and about 2 months ago died. 

To bolster that department I had to bring in a man from the 
freight department, but not having overall knowledge of the opera- 
tions of the entire freight business. Actually he was only from one 
side of the business, which was cargo coming into the United States, 

I gave him two other men, one out of the passenger department and 
one—one from Philadelphia. 

Now, with this big change in the last few years, I am sorry that I 
am not as familiar with this sort of thing which makes it perhaps 
appear to you as though I am not trying to cooperate. I am trying 
to cooperate, but frankly I don’t know these things. 

The Cuarrman. I don’t want the record to indicate that you haven't 
been cooperating. You have been very cooperative. 

Mr. Wiui1am Daty. But I am showing so much ignorance on these 
things. That is what bothers me. 

The CHatrman. There is no attempt to make an attack on your 
integrity at all, Mr. Daly. 

r. Wiiui1am Daty. Thank you, sir. 

The CHarrman. On the contrary, I want to express the committee’s 
appreciation for your uniform courtesy and cooperation. 

r. Wiiu1am Daty. If I may say one thing more, sir, I would 
not have been the person to come here, I would have given you a more 
practical person if I had one, but at the moment I haven’t got one. 

Mr. Maerz. Mr. Daly, let me ask you this further question: Isn't 
it a fact that this agreement was never filed with the Maritime Board 
because the member lines knew that the Maritime Board would never 
approve such an agreement ? 

r. Wir11am Daty. I don’t know. 

Mr. Materz. Isn’t that what the document dated February 24, 1953, 
states, almost in those words ? 

Mr. Wiii1am Daty. Yes, indeed it does. 

Mr. Maerz. Mr. Chairman, I offer for the record at this point the 
documents pertaining to this division of territory between the Cana- 
dian steamship operators and the United States steamship operators. 

The CuatrMan. This particular matter will have to be submitted to 
the Federal Maritime Board and the Department of Justice for ap- 
propriate action. It strikes the Chair as a very serious matter. 

(The documents referred to are as follows :) 
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February 17th, 1953 


Mr. Ke Je Spedding 

The Cunerd Steam=-Ship Co., Ltd., 
230 Hospital Street 

Montreal, Canada 


Dexr Bill, 


the furtncr 


VOU over GO : ioe 

PErereDrer ry Wien Sycyeter ty : 
emOcr coming up CO Gppese be LI 5 labnibinmiieer OCUC Ts 
Elen Dusiness 1s Pood ¢ he c.re of . 
themselve big pnder the curenb.comctk ons khen the 
Line! hare Stk ahdG TIOeTy teen tn deel an ine. _ 

dent a: Dae ERTS RRS Ses ie Fee rorenl ons and cere 
beinly isa free Joyita nm sor any Americen ship 

etneO=Miabdntiidimn ela Au bork Ler nieeins he 


Sen bckaig- It is dsubly unfortunkte on the Continent, 
with the number of outside Lines, the whole situation 

is very much touch end go and the value of a Conference 
at the moment is at the best a very uncertain factor, 

It is even reported that scme other regular Lines were 
also giving thought of going after the sane business 
without consult. ticn, although it is hard to believe 
this, 


Actually, I Witleditind: that th's booking will 
clean out the erain stored at Boston, but waathes the 
situation will rise again is not c.ear, but certainly 
another incident would definitely bring about sn 

: to me 
8 are more important 
than evcry, as competition between the conference Lines 
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4s always much more severe and harmful than any out. 
side Lines can provide. 


Yours sincerely, 


CYIK : ELP 


ect Mr, W.J. Purlong 
Canadian Pacific Railroad 
Board of Trade Bldg. 
Montreal, Canada 


Mr. E.E. O'Connor 


he pepe Es 
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K-9056 


February 17th, 1953 


Mr. George McLarren 

The Cunard Steam-Ship Co., Ltd., 
230 Hespital Street 

Montreal, Canada 


Dear George, 


WANSTEAD - Boston - March 1st/5th 


, g in this ease they 
do not have the necessary grain space, -skey 
will have their reguiar siiip on berth against 
the WANSTEAD and certainly would teke it as 
a most unfriendly act if we were to take 
general cargo under the circumstances. 


Had these ships been cleared through 
Sproule, as might well be expected, under 
the Conference agreements they would have 
no otjection naturally. Under the circumstances, 
we feel that in all fairness, the WANSTEAD 
should be restricted to the grain booked by 
your Canadian broker and have so instructed 
Boston, as per copy of letter herewith. 


Yours sincerely, 
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FEBRUARY 19, 1958. 
K-9070 
THE CUNARD STEAM-SHIP Co., Ltp., 
230 Hospital Street, 
Montreal, Canada. 


(Attention: Mr. G. McLarren.) 
DEAR Sirs: 


WANSTEAD—BOSTON 


We confirm exchange of telegrams with respect to the taking of general 
eargo for loading at Boston. We repeat it is doubly unfortunate that this 
vessel took grain without being cleared through the Conference in accordance 
with the joint agreement but since you were going to handle the signing of the 
bills at Montreal it did not in a sense involve any agency arrangements, since 
our Boston Office would be acting rather as ship’s husband. 

The taking of general cargo is an entirely different matter. Jn the first place 
we have gathered that Liverpool would not take it at all kindly to Watts Watts 
putting on ships in one of our direct trades, without consultation with them, 
although if the ship was given to us to berth on our account, which as you know 
has been the regular procedure amongst the British Lines, it might have been 
one thing, but on top of your action to add to it by taking general cargo for 
your own account, we definitely could not agree, since we are parties to the joint 
arrangement and to put it mildly this continued breach by the Canadian has 
created quite a serious feeling. As a matter of fact, if by any chance any of 
the American Conference Lines could pick up some odd bit of business at St. 
John for instance, it is very questionable whether they would consider the agree- 
ment in effect. The Black Diamond under the circumstances would certainly 
not agree, we think, further more in view of all the difficulties this Conference 
is now facing with the holdup in their Conference contracts, it would not take 
too much to break it up entirely. 

In view of our broad interest in the maintaining of Conferences to Europe, we 
certainly do not want to be one to precipitate further trouble. 

Yours sincerely, 
THE CUNARD STEAM-SHIP COMPANY LIMITED. 
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THE CUNARD STEAM- SHIP COMPANY LIMITED 


Date... 19TH _FEBRUARY....19 53... 
wemoranoum To...MR. C.F, KENICK - NEW YORK OFFICE..vour rus wo. .K-9056..... : 
rrom. S-P, McLARREN - MONTREAL OFFICE... our ria wo... 6010.2;6025.42. 


~_ "WANSTEAD" - BOSTON - MARCH 1ST/5TH 


I have before me your letter of the 17th, as well as a copy 
of your letter of same date to Boston Office, concerning the possibility 
of Boston accepting general cargo for the "WANSTEAD". You have doubtless 
since seen my teletype of yesterday to Law at Boston with a copy to 
Eddie O'Connor in rhich I said that we would not agree to accept U.S. 
cargo for the "WANSTEAD" unless it had the sanction of your goodself 
and/or Mr. Andrers. So you will see that re had this in mind. 


I am sorry to hear that the Continentel Conference Lines in 
New York are apt to be put out over the call of the "KANSTZAD" at Boston 
to pick up a percel of corn. If ycu will check back «ith Eddie I think 
you will find that we were offered in the first instance the lot that 
Montships took but turned it down at Eddie's advice that we would only 
be "sticking our necks out" if we went into a U.S. port snd picked up 
bulk grain at a rate under the prevailing Conference minimm. At that 
time I understood there would be no objection if we could get the necessary 
minimum rate. 


As regards the present "WANSTEAD", re rere offered the parcel by 
Johnson & Dever, Cargill's local broker, for shipment as early as possible 
in March; all the February corn having been taken care of by other vessels. 
Messrs. Cargill would hardly have asked their Montreal brokers to try to 
place this with a Canadian Line unless they had previously endeavoured to 
get the space from one of the U.S. Conference Lines. As a matter of fact, 
Johnson & Dever had got their refusal on the "KANSTEAD" along vith other 
brokers about 2 p.m. of the same day that Eddie O'Conror teletyped us for 
a sitiler refusal, but that teletype did not reach me until after 4:30 
p.m. and, of course, all aveilable spece was then out on refusal - options 
heving been renewed shortly after lunch; the custom being to place 
refusels or options on a twentyfour-hour basis from 1 p.e. tol p.m. or 
noon to noon. This subject had been under discussion in Conference here 
and our understending was that there rould be no objection so long as the 
vessels in taking part parcels maintained your minimm retes or better, 
but in the case of full cargoes at under the minimum, it would have to be 
on a charter basis end if a Canadian Conference line vessel involvec, with 
sanction of Mr, Andrews. 
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We up here are having our troubles too, especially in our om 
vessels where we wear two "caps" - Continental and U.K. At the present 
time there is a great dearth of bulk cereals, and everything else for that 
matter, to U.K., and some of the Continental Lines who are starving have 
arranged charters with Minfood for cargoes of grain to U.K. The latest 
of these is the liatts atts’ "WOODFORD". We hed nothing whatever to do 
with this charter and in fact had been cabling “atts “atts, London, for 
the past week or ten days for permission to put the "NOODFORD" out on 
refusal, loading March 8/13 to the Continent - they having previously 
asked us not to do anything without their confirmation. Yesterday we 
received a cable from them simply stating that the "WOODFORD" had been 
withdrawn and we presumed that as she was scheduled for later dry-docking 
and overhaul, they had decided to advance this so as to have her in readi- 
ness for the St. Lawrence about a month earlier than previously pinned. 
Ne were surprised to receive a further csble from them this morning that 
they had fixed her with Minfood for a full cargo Saint John or Halifex to 
U.K., lay-days.Merch 5th to 21st. 


You will see how this sort of thing cuts in on the Lines’ 
cereals that not only we but other U.K. regulars ere in need of. I 
quite appreciate that this sort of thing can ricochet and, as a matter 
of fact, for your confidentiel information, the U.K. Lines here are 
strenuously objecting to the Canadian Continental Conference and the 
matter will be up for discussion probebly next week at a joint meeting 
of the two Canadian Conferences. Up until now there has been no objection 
from the U.K. Lines to Cansdien Continentel Conference Lines taking an 
occasional cargo or part cargo of U.K. Minfood cereals, but now that these 
are so scarce, there is naturally some objection. 


On the other hand, Minfood have always reserved the right to 
allocete so much per month to the Liners end retain so much of the total 
allocetions for Tremps or cherters, and it can be said thet if a British 
Flag ship is in need of charter cargo they might as well have it in 
preference to a foreign Flag ship. 


It is just possible that the "WANSTEAD" may finish at Saint 
John on the 27th or 28th which would put her in Boston for a start on 
Mondey, the 2nd of iiarch, but we will not knor definitely until we see 
hor she gets along at Halifex and Saint John inwerd. 


We certeirly do not want to do anything to offend our Conference 
colleagues in the States, more especially you or our own New York Office, 
end I think you will agree that whenever ve have had one of our yessels 
in distress up here re have alvays got in touch with you or one of your 
Assistents to see if you could use her and vice versa. 
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You will recall that up until recent times it was the usual 
practice to have some U.S. grain stored in Canada, particularly corn 
during the winter months, and in those times exports of U.S. grain so- 
stored were made regularly from Canedian ports. However, for the*last 
year or so with exceptionally heavy crops of Canadian grain it has been 
impossible for the Canadien Wheat Board and/or the Canadien Transport 
Controller to permit storage of U.S. grain in Canada and all such grain 
has, we understand, been exported through U.S. ports. 


As far as our good friends in the U.S. Continental Conference 
are concerned, they, no doubt, will bear in mind that we up here in 
Canada have been more or less affected by the unfortunate dispute in 
the States over the Isbrandtsen case and the Canadian Lines have had 
to tag along as best they can. Horever, be that es it may, one of 
the main points in the present instance is thet Cargill hardly would 
have asked his Montreal broker to get space on a Canadian ship if he 
hed been able to obtain it locelly and you mizht care to push this 
angle, particularly in any further discussions you may have. 


gain, I reiterate thet we haye S ention of 
; concerned 


With kindest regards, 
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THE CUNARD STEAM- SHIP COMPANY LIMITED 


GENERAL AGENTS CUNARD WHITE STAR 
DONALDSON ATLANTIC LINES 230 HOSPITAL STREET, MONTREAL 


DONALDSON LINE PO.BOX 2550 (PLACE D'ARMES STATION Sie 
WATTS WATTS LINE ewone MArouette 565! TORONTO 

WINN OES 
ELOER OEMPSTER € OMONTON 


Cees LaurEe i YOUR REPLY KINDLY QUOTE Ouceae 


Sate ¥. 306.26.53 Gant coe 


CANADIAN AGENTS 


SL. VE Funwes Line 


19th February 


'*.¢. omnes 
JAVA MEW YORK Uwe 


eoer une 


Mr. C. W. Kenick, 

The Cunard Steam-Ship Company Limited, 
25 Broadway, 

New York 4, ¥. Y. 


Dear Walter: 


Yours of the 17th inst. to hand, your file K-9050, with reference 
to bookings of corn loading at Boston to Continent going forward on 
Montreal Shipping vessel and the "WANSTEAD" on which Mr. O'Connor has 
advised you. 


Our understanding was that the previous incident you referred to 
was mainly a complaint by the U.S, Continent Lines that the Montreal 
Shipping had accepted a parcel of Grain from United States ports at a 
rate below your Conference floor rates, and not on account of vessel 
lifting American cargo. 


From this we would naturally assume that as long as we maintained 
your floor rate if the Grain was offered it could be accepted as was in 
the case of the "WANSTEAD" at $6.00 rate, basis heavy Ant/Rot. 


Quite naturally, when option was requested here by a broker, and 
particularly when Eddie 6'Connor teletyped requesting that we give hia 
the option up for Boston loading, we assumed that American Lines did 
not have a vessel in position to take care of this movement of Cora 
from Boston as the Montreal Shipping had taken the first load and the 

"WANSTRAD® was offered the balance of about 3150 tons to clean it up. 
With further regard to this situation, a letter was received from 
BRddie asking if further shipments of Corn should be available at 
Boston would we be agreeable to providing Watts Watts or Cunard 
tonnage to accomodate. 


As you are no doubt aware, in the past American Line ships made 
@ great many calls at Canadian ports to pick up Canadian cargo after 
commencing to load at United States ports, and a particular instance of 
this nature you will recollect occured in Annapolis Valley shipments 
of apples from Halifax, and I am under igpression that other American 
ships have also called at Canadian ports to pick up part cargoes. 
However, they of course maintained the Canadian Conference rates the 
Same as we have done in the present instance of the "WANSTEAD® in 
maintaining your United States rate basis, 
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Instances of this nature are also occuring in outside Lines picking 
up Canadian Grain at Canadian ports account Ministry of Food, both om 
part cargo and full cargo charter as instanced by a Mont ship chartering 
a part cargo for U.E. and to be followed by a further full cargo on 
another Mort ship, and now Watts Watts have taken a full charter for 
"WOODFORD" from Saint John/Halifax to one safe U.X. port, loading lay 
days March 5/21, and these charters have been made at a rate below the 
present agreed rate between the Ministry of Food and the Canadian Conference. 


While we complained in this regard through Archibald, reply was 
received that the Ministry of Food maintained full right to make any charter 
they desired. 


We exceedingly regret to note that you are afraid there may be reper= 
cussions from the American ship operators and can only repeat our previous 
advice that as the local cargo was offered to us here it was assumed that 
American operators did not have a ¥essel available to take care of shipment 
from Boston. We hate no intention of accepting any general cargo of U.S. 
origin for load at Boston w Tew York CovféFence. 
Boston Office were referr © you when they asked authority to acc 
cargo on the "WANSTEAD". This should surely show your American operators 
that we are playing fair and square on this matter. 


, as 80, we ‘ai place | the matter before th Contexenae OTTTGs 
SoFe-T8¥-enetr-Telorention and instructions to the Lines for their futu 
a eS LEE IE OEE OO LN i iy eg ~e OED 


———n We have no doubt that if when these shipments were offered to 
Montreal Shipping and oureelves the matter had been referred to the Conference, 
they would have found out the American operators did not have a vessel in 
position to accomodate, and confirmation would have been given to the 
Cenadian Lines to pick up shipments involved at Boston. 


No doubt you will now discuss this matter further with Eddie O'Connor 
in view of his teletype to us asking for option on the "WANSTEAD" for Boston 
loading, which reouest was only received here about 4sh5 Pem. one day on 
which day we had given option at noon to a Montreal broker; otherwise 
option would have been granted your office and you would have made the 
dooking. 


Would appreciate your €=_——=> advice why you sent a carbon copy of 
your letter to Mr. W. J. Furlong, and now await with interest your further 
renarks. 


Yours faithfully, 


THE CUbARY STEAM SHIP-OOMPANY LIME PED — 
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February 24th, 1953 


Mr. George McLarren 

The Cunard Steem-Ship Co., Ltd., 
230 Hospital Street 

Montreal, Canada 


Dear George, 


TANSTEAD - Boston 


I have your letters of February 19th with 
regard to the current incident. en I wrote my first 
letter with a copy to Furiong, I did not realize that 
you were involved with tne WANSTUAD. I sent a copy to 
Furlong tecause of the position taken by the C.P.R. in 
this matter over a very long period. As apparently you 
are not too well posted, I refer you to Sproule, whose 
files must be very voluminous. The last meeting which ° 
I attended was wren Royden was in Montreal and he along 
with Spedding, Dew, Furiong, Rees, in fect most of the 
shipping fraternity were present. is 
invasion of each others te : plthough the Cansdians 

mu more co ed With the possible jnyasion of 
ce vOly DY An BTICUNS.Rrerouen ; Beyer 
suc 5 n wr z an ag oe ata Wich could e 
<oproved by the Ponrd here, wo neverthe 5 a 
yery delinite Commitnent to one another that we would 
ftps nee pelted Only to the vontinent 
mT ok. = aI darinitery brovided thet be ore 
Prerrtyre > would berth shios in the others 
G Tt-WOULd bec) eg pective 
on eren ou nia amid nat anole ia tite ase of 
Cina’ menter. Ral hothman tenance, no--conid bal g stip fros 


I peg oy mig 


the o adrished 
r &pplied in pre-war when the Holland Line ships 
went into Furness Withy and while I am not too clear I have 


a@ vague rememberance of Black Diamond Line tonnage being 
sent into you at Halifax, as I worked our arrangements with 


Terhune when — We ze ne eee nies 
2s ar ous then to have ship 





be of the 
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Dew took an extremely active part in this, as he was most . 
anxious to protect the Canadian poet ee ee eee ae and while it oe 
seem at that time that there-was Asstle LikeTinoom oy Sa 

coming do es! term vely 


: 1t 
Se epeat RP rS, Be Fi rave ea renee 


The first ship of the Montreal Shipping Company 
might weil have been fixed through lack of knowledge and 
history, but in view of the airing it had in January, there 
is no question about the second. As to the immediate bookings 
of corn, Cargill did store corn at Boston and had a chance 
to maxe a saie against February bills dated not later than 
February <3th and the American broxers did canvass the market 
to locate: any named ship which would guarantee such a bill. 
We were not ewara that under the circumstences the matter was 
then put to Johnson, but nevertheless were not concerned as 
we had perfect confidence if any Canadian was interested, the 
ship would be clearedg under which @re circumstances proper 
authority would have been probably granted without any 
question. 


you know, for quite sometime to ease the 
on an the pritish trade. ve * e Deen der one 
anothers DS Of an ugency dasis using ts Berney Oilts of 
the Lines of the pot secvoc, 19 ii QBS 2kEENa ps 
we were Wrong Ss Ne teet a sinilar situstion would 
: ha 


Mie ca 
much beabiag o-tuia ¢ 
ainad, what really. sat: 
what was understood to be a de ic 
well bring about tne "abar Jona Tt OP —tre-ar FSSTSNe WITCH 
long run certainly Seei3 Ve" FS" Sl seen EFS: ts yrtwete_the 
Canadians, whose ports are on Mmerfcan routes to Eiirope. 
(NN A 
Yours sincerely, 
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Tne CuNARKD STEAM- SHIP COMPANY LIMITED 


MEMORANDUM TO... Me eer KENICK - NEW YORK OFFICE. vou rua wo.....K-9076....... 
- MONTREAL OFFICE....our rite No. 6010.7/33 6025.48 


So 


s of February 24th and I have purposely 
delayed anst ring thin Sock the Coptanautat fines bere were pla 0% 
to have & meeting to discuss tois whole matter. this has now 
on 10 Ube 4. .O0e mee y short, whilst we as mexbers oi the U.S. Fonts - 


nen te on en Drove titae ae eae peed Revo sd Rase 
me , FOS no d here, and Russ 


Bthergill and Clive Sproule will be in po ae Rebdnsnbelrenld 
ST es re ere Concenes To this ou hed 18. Tre ous corres- 

" pondence. te, of course, rere not ti pk 26 SST Soke ETT 
TET Sa SPATE, VHS ee HOt wa ot ine as Sontin 


gotia 0 Shi 


a Walter, 
"WANSTE 


5 go thro CouPerenes Cnantels where Fewer Torte wre: not repres- 
ented.” 


Fl INN pan: 6 Oats 9 ir ee RT 


and it was finally agreed 
F ~would 


rent vl ve, 
Pthe U.S. Lines 
, 5 . New York grair shipper was 
CO! ive. Pew). ho rT Dron 2 NE U.S 3 TLE -Cry 7 
be no recurrence ana ee hoult ane eee ant 
in future they rill™most certeinly be placed before Sproule ey ond he 
in tO Fiferers 10 earence before any de.inite commitments a4re made. 
whe other Lises vere ty ee Bes ir 
Nev Yo Ll accept this explanation and assurance. 


Your reference to the old understanding betreen the Canadians 
and Americans as to participeting in traffic across the Border hes been 
noted. I must admit it was before my time in Montreal but I do recall 
thet meny years beck when the apple business was booming out of Nova Scotia 
and the Cenadian Lines could not cover the whole eerly Fall shipments, ve 
got your Lines to put shins on the Halifax berth end participate until the 
winter seeson. I think you are quite right in mentioning the Black Diemond 
Line, es I elso have a faint recollection thet their ships put into Halifex 
for apples. 
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As you say, it is not the quantity of the "WANSTEAD" parcel 
that a so much, bi ple 0; shi end I can do no 
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Mr. Stneman. Mr. Chairman? 

The Cuarrman. Mr. Singman. 

Mr. Stneman. Mr. Daly, I believe you stated in answer to a ques- 
tion by Mr. Maletz that you first learned about the existence of this 
secret agreement between United States lines and Canadian lines when 
Mr. Maletz requested these documents from your files, is that correct! 

Mr. Witu1aM Day. Well subsequent thereto. 

Mr. Stneman. Why is it that when Mr. Maletz asked you at the 
beginning of this phase of the questioning whether such an agreement 
existed you said, no, there was none such. 

Mr. Wiii1am Dary. I don’t know personally whether it does or it 
doesn’t. 

Mr. Stneman. But you had seen those documents ? 

Mr. Wituiam Daty. Well, I have only seen them actually—in this 
particular document I have only seen in the last few days. 

Mr. Tuomas Daty. I submit, sir, the documents speak for them- 
selves, and you are just as qualified as he is to say what they contain. 
I don’t think that Mr. Daly should be called upon when he has no 
personal knowledge to characterize what they say. 

The Cuarrman. We will accept Mr. Daly’s statement that he had no 
personal knowledge of it. The documents of course, speak for them- 
selves, but we do want to find out what Mr. Daly’s duties are and 
how he is carrying out his functions, to see whether or not he is involved 
in this. 

Go ahead. 

Mr. Stneman. Mr. Daly, do you conceive it to be one of your fune- 
tions as general manager, for the United States to see to it that Cunard 
does not violate the laws of the United States ? 

Mr. Wiu1aM Daty. I certainly do. 

Mr. Sineman. Well, in view of the investigations by this commit- 
tee and by the Bonner committee, and investigations by the Federal 
Maritime Board, and by the Department of Justice, why have you not 
seen fit to have a thorough inventory and investigation of your own 
of Cunard’s practices in the United States and in the foreign com- 
merce of the United States to determine the extent to which, if at 
all, Cunard is violating the laws of the United States ? 

Mr. Witx1am Daty. I don’t mean to imply that we have taken no 
cognizance of what has resulted from these investigations; we have 
indeed, and so has our head office in England. One of the greatest 
difficulties in this thing as far as I am concerned is the “Dear Charlie” 
and “Dear Walter” business. How am I supposed to see that ? 

It is completely against the company’s rules and regulations for 
this sort of correspondence to be addressed personally. 

Mr. Sineman. Many of these documents read were not to “Dear 
Charlie” or “Dear Walter,” but to Cunard in New York, which would 
clear through all of the offices of Cunard, would they not ? 

If the letter is addressed to Cunard in New York you would see it, 
wouldn't you? , 

Mr. Witi1aM Day. Not necessarily at all, with the volume of mail 
that comes in on Monday, particularly, that is separated and only 
managerial mail is sent in to me. 
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Mr. Srneman. Tell me this: Is it within your powers as general 
manager to see to it that you are informed concerning violations of 
U.S. laws in the foreign commerce of the United States? 

Mr. Witx1aM Daty. Yes, indeed. 

Mr. Peer. May I inquire, Mr. Chairman ¢ 

The CHarrman. Yes. 

Mr. Peer. Mr. Daly, is it the tenor of your testimony that you are 
responsible, as general manager, only for the outgoing commerce? 

Mr. Witu1am Daty. No, not at all. 

Mr. Peer. You are responsible for both outgoing and incoming ? 

Mr. Wiiu1am Daty. Insofar as it relates to the United States. 

Mr. Peer. Thank you, Mr. Chairman. 

The CuarrmMan. Mr. Maletz? 

Mr. Maerz. Mr. Daly, I should now like to turn to another matter. 

At any time was it called to your attention that the steamship lines 
serving the United Kingdom trade from the United States, including 
Cunard, have a secret gentlemen’s agreement with the steamship lines 
serving the continental European ports from the United States to 
respect each other’s territory ? 

Mr. Witu1aM Daty. No, sir, I did not. 

Mr. Materz. That has never been called to your attention? 

Mr. Witx1aM Daty. No. 

Mr. Maerz. Have you ever seen any document which would lead 
you to believe that such an agreement has in fact been entered into? 

Mr. Wiiu1am Daty. I have seen correspondence that you have 
taken from our files. 

Mr. Materz. And what would that correspondence indicate? 

Mr. Wiiu1am Daty. That such an agreement did exist, I don’t 
know whether it still does. 

Mr. Maerz. When did it exist ? 

Mr. Witt1am Daty. I don’t remember. 

Mr. Maerz. Had you ever known about such an agreement ? 

Mr. Wrux1aM Daty. No. 

Mr. Maerz. Now, this is not the inbound trade from Europe, but 
rather the trade from the United States to the United Kingdom and 
continental European ports, is that correct ? 

Mr. Witu1am Daty. I understand. 

Mr. Maerz. And what did the documents that you have seen indi- 
cate with respect to such an agreement ? 

Mr. Witu1am Dany. As I recall them, they did indicate that each 
conference did respect the rates as posted. 

Mr. Materz. Respect that what ¢ 

Mr. Wiiu1am Daty. The rates as quoted by the other. 

Mr. Materz. Did they respect the territories of the others? 

Mr. Wiiu1aM Daty. The territories? 

Mr. Materz. Yes. 

Mr. Witu1am Day. Not that I know of. 

Mr. Maerz. But in other words, there was brought to your at- 
tention a secret agreement between the lines serving the United King- 
dom trade and the lines serving the continental European ports, that 
they would respect each other’s rates, is that correct, sir? 

Mr. Witu1aM Daty. I am a bit puzzled by the word “secret”. Ev- 
ery conference member must have known it. 
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Mr. Materz. Did you know about it until you saw the documents? 

Mr. Wii11AM Daty. No, not until I saw the documents. 

I might mention, Mr. Maletz, that I have never attended a con- 
ference ‘meeting, that is why we have freight managers. 

Mr. Materz. Now, I direct your attention to a letter dated October 
30, 1953 captioned C unard 6-21 A. 

Do you have that, sir? 

Mr. Witxi1AM Daty. Yes, Mr. Maletz. 

Mr. Materz. Now, is it not correct that this is a letter from Cu- 
nard, New York, to Cunard Liverpool ? 

Mr. Wiiui1am Daty. Yes, sir. 

Mr. Maerz. And is it also correct that the second paragraph of this 
letter reads as follows: 

On this side, at least, we have always had a proper working agreement, between 
the United Kingdom and continental lines, that each would respect the others 
territory and this has always been carefully observed. It has been our under- 
standing that a similar working agreement prevails on your side. 

Would you tell the committee the nature of this proper working 
agreement ? 

Mr. Witi1Am Daty. I don’t know of it, sir. 

Mr. Materz. Now, let’s see if we can further refresh your recol- 
lection. 

Has your attention been directed to the fact that the members of the 
Gulf Continental Conference have a secret gentlemen’s agreement 
with the Gulf United Kingdom Conference to quote the latter's rates 
in cargo shipments to United Kingdom ports ? 

Mr. Wiixi1Am Daty. No, sir. 

Mr. Materz. That has never been brought to your attention ? 

Mr. Wiiu1aM Day. No. We have no office there, you — 

Mr. Materz. Let me ask you this further question. Has it been 
brought to your attention that the Gulf-U Tnited Kingdom Conference 
has a secret ‘gentlemen’ s agreement with the Gulf-Continental Confer- 
ence to maintain the latter’s rates on any cargo that they might handle 
for continental destination ? 

Mr. Wiiu1Am Daty. No, sir. 

Mr. Materz. I direct your attention to a letter dated November 13, 
1953, captioned, “Cunard 7-32.” 

Had you ever seen this letter before this morning ? 

Mr. Witu1AM Daty. This is the first time I have seen this document. 

The Cuarrman. This is the first time you have seen it ? 

Mr. Witu1am Daty. Yes. 

Mr. Materz. This document, Mr. Chairman, reads as follows. This 
is to Charles Kenick, general freight manager of the Cunard Steam- 
ship Co.—by the way, was Mr. Kenick a subordinate of yours ? 

Mr. Wit1am Dary. Hewas. He retired in 1956. 

Mr. Materz. Didn’t he tell you about a gentlemen’s agreement that 
he had negotiated ? 

Mr. Wiux1aM Daty. No, sir; he did not. 

The Cuamman. Did he have the power to do that without your 
knowledge ? 

Mr. Witi1AM Daty. No, sir; he did not. 

The Cuatrman. If you had no knowledge that he did it, he did it 
contrary to the setup of the rules and regulations governing the of- 
fices of the Cunard Line? 
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Mr. Wiu1AM Daty. Indeed he did. 

Mr. Maerz. You wouldn’t say that secret gentlemen’s agreements 
made by the freight traffic manager of Cunard under your jurisdic- 
tion would not be binding ? 

Mr. THomas Daty. I think that calls for a legal conclusion. 

The Cuatrman. I think he can answer that. 

Mr. Tuomas Daty. I don’t see how anything illegal can be binding. 

The CuatrmMan. We would like his opinion and will take it for 
what it is worth. 

There was an agreement entered into by one of the men under Mr. 
Daly and Mr. Daly states he has no knowledge of it. The question 
isnow asked as to whether this man has the power to make such agree- 
ments. And Mr. Daly says apparently he did not have that power. 

Now, if he entered into such an agreement, we would like to know 
the effect of it. Here we have a large corporation involved in trans- 
actions in American foreign commerce. And this is very important 
and very serious as far as American manufacturers are concerned, 
as well as shippers and the general public. We would like to know, 
whether, if somebody signs a letter like this, it has any binding force 
of effect. 

Mr. Tuomas Daty. I just don’t know how an illegal agreement can 
have any binding force of effect. 

The CuarrMan. Just a moment. I can’t let you testify. As a mat- 
ter of fact, you know, under the rules of the House counsel is only 
privileged to advise his client as to constitutional matters. But this 
committee operates a little differently, and we like to give every con- 
ceivable courtesy to fellow lawyers, and we want to do that for you, 
sir. 

Mr. Tuomas Daty. I appreciate that, sir. 

The CuarrMan. But you must remember that a proceeding here 
is not like a proceeding in court. We like to conduct it as far as 
possible as court pebbeedines are conducted, but we must have a little 
more leeway than obtains in the court. 

You understand that ? 

Mr. Tomas Daty. I understand that, of course. 

The Cuarrman. And, therfore, I don’t want to appear discourteous 
to you, I want to give you every possible opportunity. 

But you are not the witness, you can only advise. 

Mr. THomas Daty. I understand that. 

The Cuarrman. And when you advise, don’t testify. 

Mr. Tuomas Daty. I will try to restrain myself. 

The CuHatrman. Did you want to make a statement, sir? 

Mr. Tuomas Day. No, sir. 

The CuarrMan. There is a question pending, Mr. Daly. 

Mr. Witx1am Dary. Could I have the question again, please / 

The CHatrman. Let me’put it this way: Do you know whether or 
not this agreement is legally binding on the company? Do you con- 
sider it binding ? 

Mr. Witi1aM Daty. No, sir; I do not. 

\ 4 Materz. You say that you did not consider these agreements 
inding ? 

Mr. Wis dnsl Dary. No; I am talking about this sort of letter. 

Mr. Maerz. Let’s read that letter, Mr. Daly. 
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This, Mr. Chairman, is a letter dated November 13, 1953, Cunard 
7-82. Mr. Daly, do you have it? 

Mr. Witi1am Datry. Yes; 7-32. 

The CHatrMan. Read the whole letter. 

Mr. Maerz. Thisisa letter from J.S. Kriel 

The Cuarrman. On the stationery of whom ? 

Mr. Maerz. On the stationery of Funch, Edye & Co., steamship 
agents and ship brokers. 

And Funch, Edye is a subsidiary of Cunard; are they not ? 

Mr. Wiuii1Am Daty. They are. 

Mr. Materz. And this is to Mr. C. W. Kenick, general freight man- 
ager of the Cunard Steam-Ship Co., Ltd., 25 Broadway, New York 4, 
N.Y. 


DEAR CHARLES: In response to your letter of November 2, No. K-9846, we can 
confirm that Hapag-Lloyd and the Belgian Line are members of the continental 
conference ; also the continental conference has a provision to protect the United 
Kingdom conference rates on transhipments. Should they make direct calls to 
United Kingdom ports they would be free to quote any rate they wished, but it is 
more or less an unwritten law that they would not do this. 

Likewise, the United Kingdom conference more or less observes an unwritten 
law to respect the continental conference rates on any cargo that they might 
handle for a continental destination. 


And you had never known about this particular unwritten law 
in the eastbound trade from the United States to the United King- 
dom ? 

Mr. Wiiuram Daty. No, sir. 

Mr. Maerz. Notwithstanding the fact that Mr. Kenick operated 
directly under your jurisdiction ? 

Mr. Witi1am Day. No, sir; I did not know that. 


Mr. Maerz. And you had not been familiar with the secret agree- 
ment between the United Kingdom and Continental Lines that ‘each 
would respect the other’s territory ¢ 

Mr. Wuu1am Daty. Mr. Maletz, I wonder if Cunard was a party 
to this case. 

Mr. Materz. Is there any evidence that Cunard was not a party! 

Mr. Witx1am Daty. This is written by Funch, Edye & Co. 

The Cuarrman. He is talking about another matter. 

Mr. Maerz. I am talking now about this document of October 30, 
1953, to which reference has already been made, from Mr. Kenick to 
the Cunard Steamsh:p Co.’s headquarters in Liverpool. 

Don’t you recall that? 

I will quote that sentence again. 

Mr. Witu1Am Day. Would you repeat. that, please? 

Mr. Maerz. The letter dated October 30, 1953. from Mr. Kenick 
states in part: 

On this side, at least, we have always had a proper working agreement, be- 
tween the United Kingdom and Continental Lines, that each would respect 
the other’s territory and this has always been carefully observed. It has been 
our understanding that a similar working agreement prevails on your side. 

Mr. Wiutu1Am Day. That is in the North Atlantic to the other side. 

Mr. Maerz. In other words, we are now talking about three sepa- 
rate secret “gentlemen’s agreements,” are we not ? 

Mr. Wuu1amM Daty. Yes, but this letter, the one with Funch, Edye 
& Co.— 
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Mr. Maerz. We are talking about the “gentlemen’s agreement” to 
which reference was made in the letter of October 30, 1953, by Mr. 
Kenick. We are also talking about two other secret “gentlemen 
agreements” to which reference was made by Mr. Kriel in his letter to 
Mr. Kenick dated November 13, 1953. 

Mr. Witx1am Dary. That isthe one I would like to talk about, sir. 

Mr. Maerz. Let’s talk about the first letter to which reference was 
made, this letter of October 30, 1953. 

This is a letter from Mr. Kenick to Liverpool. And I think you 
testified a few moments ago that you would not consider such an agree- 
ment to be binding on Cunard ; would you ¢ 

Mr. Witui1am Daty. Yes. 

Mr. Maerz. How do you square that with the statement—and I 
quote again: 

On this side, at least, we have always had a proper working agreement, be 
tween the United Kingdom and Continental Lines, that each would respect the 
other’s territory and this has always been carefully observed. 

How do you square that ? 

Mr. Witi1am Daty. I square it on the point that I don’t believe 
Kenick had the right or authority to make any such statement or write 
any such statement. 

Mr. Materz. When Mr. Kenick wrote to Liverpool did his corre- 
spondence have to be cleared through your office. 

Mr. Witt1amM Daty. Is that letter—may I ask again—addressed to 
the manager’s office in Liverpool ? 

Mr. Materz. This was addressed to the general manager’s office in 
Liverpool. 

Would that have to be cleared through your office? 

Mr. Witi1am Day. It should have been. 

Mr. Maerz. I see. And this letter presumably was cleared by your 
office, was it not, in the normal course of business ? 

Mr. Witu1am Daty. I don’t know, sir, whether it was or not. 

The CuHarrman. In the normal course of business it would have, 
would it not ? 

Mr. Wiitu1am Dary. Mr. Chairman, correspondence addressed to 
the management in Liverpool is supposed to be sent upstairs for sig- 
nature upstairs. There is no way of telling, I presume, whether that 
procedure was followed. 

Mr. Maerz. There is a presumption that you did see that letter 
before it went to Liverpool ? 

Mr. Winu1am Daty. No, I can’t accept that. I think if I had I 
would have questioned it. 

Mr. Materz. Is it your testimony, sir, that you knew nothing about 
the seven or eight secret agreements already referred to this morning ? 

Mr. Wira1aMm Daty. No, sir; I did not know. 

Mr. Maerz. You didn’t know about any one? 

Mr. Wriuu1am Datry. No, I did not. 

The CuarrmMan. But, nonetheless, there are such agreements, 
whether you knew about it or didn’t know about it ? 

Mr. Wintiam Dary. There certainly would appear to be, sir. 

Mr. Maerz. Mr. Chairman, I would offer for the record at this 
point this letter dated October 30, 1953, and this letter dated November 
13, 1953, which documents would indicate the existence of three addi- 
tional secret “gentlemen’s agreements.” 

(The letters referred to are as follows :) 
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nly _ Copy 


\ THe Cu NARD STEAM- Sue COMPANY LIMITED 


ss 


yy Pe aaa WHITE STAR 


yh ioe NEW YORK 4, N. Y. 
fe . 


October 30th, 1953 
The Cunard Steet-Ship Co. Ltd., 
General iandger's Office 
Lavexgost 3, ENGLAND 


Der Sirs, 


We have yours™o6f Oc tSKer 2ist touch- 


ing on the movement of lead from London, or 
perhaps ret r via the Continent and enclosing 
copy of a circular <cistributed by the Black 
Diamond Lines. ‘We note you do not wish us to 
approsech the consignees, but on the strength 

of tn.s circuler we did discuss the matter with 
the Black Diamond, as we ere old friends and 

such an action was cuite contrary to their normal 
operations. They advised us thet they only 
entered into this, vhich they did openly to meet 
the competition raised by tieir other former 
conference competitors, who are doing the same 
thing, but perhaps more sub rosa. They did point 
out, however, thet the new Westbound Continental 
Conference Agreement is before the Board 6Bér 
approval, «nd s-nce there is no mention of Con- 
ference Contracts in it, they «re expecting this 
to be aprroved very shortly with a view to the 
new Conference bein; set upind actively working 
by the turn of tire year. 


On this side, at leest 


(haa a proper workin e} : ie U.K. 
“and continenta nes, t>.t e ch wale ae the 
eee terre ‘bhis-tes ehwers_veen ¢ <r c% ow y 
It ties been our understanding that 
pr ear aE A: 't prevails ‘on your. Bide / “ 
nen we €id ep roach the receivers before 
as Eat a be exsected in view of the contract 
Situeti.n, they all denied any London trenshipnents, 
claining it to be Singepore Tin, which of ccurse, 
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it might have well been originally. We shall 
watch the situction and see what we can pick up, 
Our only source of information with regard to 
im>orts on these vessels is the New York Journal 
of Comuerce Veekly Reports, copies of wrich you 
also receive. - Fe sivall continue to watch this 
and if through th t or any other means, we dis- 
cover any unusual movement, we shall let you 
know. 


Yours sincerely, 


THE CUNARD STEAUN-SHIP COMPANY LIM} 


cc: Messrs. Perrin and-Gresfm 
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*. ©. FOR. 209 am &. ©, 


CABLE ADDRESS “FUNCH* CODES: NEW BOE. BENTLEYS. SCOTTS 10TH. LOMBARD, pam 


1002 iionien Bank Blity 
25 Bradoag Neck ANY New Oxleanst?, La. 


November 13, 1953. 


Mr. C. W. Kenick, 

General Freight Manager, 

The Cunard Steam-Ship Company, Limited 
25 Broadway, 

New York 4, New York. 


Dear Charles: 
In response to your letter of November 2nd. #K-9846, we can 
Y / ‘entere that Hapag-Lloyd and the Belgiam Line are members of the Continental 


Conference; also the Continental Conference has a provision to protect the 
United Kingdom Conference rates on transhipments. _Should the ke direct \- 


galls to United Kingdom sorts they would be free ey 
wished, s more or less an unwritten law that they would not do this. 


Likewise, the United Kingdom Conference more or less observes 





J), an unwritten TE eRe ee TT rates-on any cargo 
that “that they might han might handle for a ‘a Continen 63 tion. , 


We have noted the following lead carried by Holland-America 
Line from Brownsville during September and October: 


"EEMDYK"......Brownsville September lst., 1953. 
London/Antwerp/Rotterdam = = 2000 tons lead. 


"ANDYK".......Brownsville September 29th.,1953. 
London/Rotterdam/Amsterdam/Antwerp = = 1500 tons les, 


"SLATERDYK"...Brownsville October 29th., 1953. 
Antwerp/Rotterd ndon = = 1000 tons lead. 







Yours very 











U4 S. GULF MANAGER, 
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The CuHarrMan. These matters will be referred to the Federal Mari- 
time Board and the Department of Justice. 

I think, Mr. Daly, if you did not know about these matters, there 
was a bit of laxity in your own office. These letters are very impor- 
tant communications. And I hope that you can run through your 
files again for purpose of having your memory refreshed, and if you 
want tochange your testimony, you have a right to do so. 

Mr. Wituram Datry. Mr. Chairman, may I say this, that having 
read the correspondence which Mr. Maletz exposed from our files, we 
in management have been quite amazed at what Kenick has written. 

Mr. Maerz. I would like to ask you this question, Mr. Daly, if I 
may, and I would like to preface it by this comment. The subcom- 
mittee, of course, is quite aware of the Maritime Board decision in the 
so-called Maatschappij case decided on January 23, 1961. And in 
that case the Maritime Board on January 3 of this year, less than 2 
months ago, found that there had been for at least the past 6 or 7 
years a secret agreement between British-flag carriers operating in 
the foreign commerce of the United States to allocate among them- 
selves U.S. Great Lakes ports and ports along the U.S . Atlantic coast, 
isn’t that correct ? 

Mr. Wiii1Am Daty. No, it is not. 

Mr. Marerz. Isn’t that what the Board found ? 

Mr. Witu1aMm Daty. I don’t know the case. 

Mr. Maerz. I have reference to one paragraph of the Board’s 
opinion and this is only introductory to other questions. 

Mr. Witi1aM Datry. Could I just have one moment, please ? 

Mr. Maerz. Surely. 

Mr. Tuomas Dary. You know, of course, that there is an appeal 
now pending in that case. 

Mr. Maerz. Yes. I was just calling the committee’s attention to 
that particular case, because as I have indicated this series of ques- 
tions is merely introductory to a more basic question which I will come 
to ina few moments. 

Mr. Tuomas Daty. I do submit that the witness should not be called 
upon to comment on a matter that is now before the courts. 

Mr. Maerz. Mr. Chairman, the witness is not being asked to com- 
ment about the decision at all. 

The Cuatrman. Just read the decision of the Federal Maritime 
Board, which is now subject to appeal, just read it. 

Mr. Materz. This is from page 9 of the FMB opinion in the case 
of Maatshappij “Zeetransport” N.V. (Oranje Line) et al versus An- 
ge Limited et al, Document No. 833, decided January 23, 1961 and 

quote: 


The respondents are participants in a system of territorial divisions and of 
port assignments covering the routes of their vessels in the areas served by the 
proposed conference agreement. The United Kingdom ports are served as fol- 
lows: Anchor Line serves only Glasgow; Bristol City Line serves only Avon- 
mouth and Bristol channel ports; Manchester Liners serves only Manchester ; 
Head & Lord serve only Liverpool, Belfast and Dublin; Cunard, Furness and 
Canadian Pacific serve London and Liverpool. Canadian and U.S. Great Lakes 
ports are served as follows: Anchor, Bristol City, Manchester Liners and Head 
& Lord serve the full range of U.S. Great Lakes ports; Cunard and Canadian 
Pacific serve the U.S. Great Lakes ports only as far as Detroit; Furness serves 
these ports and Milwaukee and Chicago. 
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In addition to these U.S. Great Lakes ports the evidence disclosed that the 
same lines were participants in a. pattern of port allocation along the U.S. 
Atlantic coast and appear to be restricted so as to not serve areas served by 
other British lines. 

(A copy of the opinion appears at p. 73.) 

My question is this: Bearing in mind that the Maritime Board 
found that these secret arrangements were in effect since February 
18, 1957, is it not a fact that the British carriers have had a secret 
“ventlemen’s agreement” ever since 1904 dividing up U.S. ports and 
British ports? 

Mr. Wiiu1am Daty. I don’t know it to be a fact. I take it you 
are referring to cargo coming in the United States? 

The Cuatrman. I am going to ask counsel not to coach the witness. 

Mr. Tuomas Daty. I wasn’t attempting to coach him. 

The CuarrmMan. I hope you will abide by that. 

Mr. Tuomas Daty. I certainly will. 

Mr. Maerz. Do you know of any such agreement which has been 
in effect since 1904, a secret agreement between British carriers serv- 
ing inbound freight in the United Kingdom to divide up ports in the 
United States and ports in Great Britain ¢ 

Mr. WiiuiaM Daty. Are you referring to the berth rights ? 

Mr. Materz. I am referring to berth rights. 

Mr. Wuu1am Daty. I think berth rights have existed in England 
probably for 100 years. 

Mr. Maerz. For 100 years? 

Mr. Wiiu1am Daty. Probably. 

Mr. Materz. And was this agreement on berth rights—— 

Mr. Witu1am Daty. There is no agreement that I know of. 

Mr. Maerz. Would you tell the committee how berth rights have 
been established and how they operate at the present time? 

Mr. Wii11am Daty. I think, Mr. Maletz, that berth rights prob- 
ably originated over the years where some of the established serv- 
ice—in fact from Liverpool to New York, which the Cunard Line 
operates and London to New York, the Anchor Line, being the 
Scotch firm from Glasgow to New York—and I think probably 
among themselves they felt that having developed a trade, invested 
large sums of money in shipping for that trade, it was looked upon 
among the British lines as something of their own. But I think you 
will find that berth rights have gone on for a very, very long time. 

Mr. Materz. In other words, if the Ellersman Wilson Line had 
established a trade from Newcastle to the United States, the other 
British carriers would recognize, I take it, that Ellersman Wilson 
would have exclusive berthing rights at Newcastle, is that correct! 

Mr. Witit1am Day. You are asking me what happens in England, 
and I am not at all familiar with it, I have never worked in England. 

But I do know that over the long years there has been a feeling 
umong the British lines only that such a thing as you mentioned there 
was in effect. I think they would have consulted with each other. 

Mr. Maerz. As between the various British carriers, does Cunard 
have exclusive berthing rights at Southhampton / 

Mr. WiuuiAM Daty. No. 

Mr. Maerz. What British companies have berthing rights in 
Southhampton / 

Mr. Wituiam Day. British ? 
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Mr. Maerz. Yes. 

Mr. Witi1am Daty. I don’t know of any British lines running from 
Sout hampton—passenger 

Mr. Maerz. I wonder if you would tell the committee in your own 
words how this system of berth rights actually operates ? 

Mr. Witt1aAm Daty. I don’t know how it actually operates, Mr. 
Maletz; it is something that developed over the years in England 
among British shipowners. When you single out Southampton, 
Southampton, as you must know, is predominantly a passenger port, 
and every passenger line that goes to the Continent or the United 
Kingdom calls at Southampton. 

Mr. Materz. Would you tell the committee what you mean, then, 
by berthing rights? 

Mr. Wittram Daty. I don’t mean anything by berthing rights at 
all, Mr. Maletz. It is something, as I say, that has developed over the 
many long years 

Mr. Maerz. What has developed over the long years ? 

Mr. Witt1am Daty. I think this respect 

Mr. Materz. What do you mean by that ? 

Mr. Witi1am Daty. I think this respect for steamship owners that 
developed a trade, developed a business out of a port, invested huge 
sums of money in shipping, and ran a very good service. Now, that 
doesn’t stop anybody else from going into these ports. And I am 
sure you know that as far as England is concerned, there is probably 
more shipping in and out of every one of our ports than any other 
country in the world. 

Mr. Maerz. Now, I direct your attention to a letter dated July 
20, 1954, captioned “Cunard 6-31A.” 

Mr. Witi1aM Daty. Yes. 

Mr. Maerz. Beginning with the second paragraph: 


On the other hand, in view of your constant attention to berth rights—— 


Mr. Wituiam Daty. Excuse me. What is that, Mr. Maletz? 

Mr. Maerz. That is the second sentence of the second paragraph. 
Mr. Wrtxt1am Datry. Thank you. 

Mr. Maerz (reading) : 


On the other hand, in view of your constant attention to berth rights, we also 
thought perhaps you might have cleared this with Ellerman’s, since there was at 
that time a full month between their indicated sailings and our ship fitted just 
in between. The ship, as you know, was loaded at Newport News and while the 
question of berth rights has serious consideration at New York it does not 
necessarily hold true for the outports, and whilst berth rights are considered so 
seriously by you, it does not normally hold true on this side, since neither the 
current Maritime Board nor any of its predecessors has ever recognized this 
principle. As you know, the American Lines will aceept cargo to any port 
irrespective of the service maintained by others. 

_ Another factor in this, too, is that under the 50-50 arrangements with the U.S. 
lines regularly berthed against-us to Liverpool and London, we suffer more seri- 
ously than any of the other conference lines by this arrangement. This was 
brought out particularly recently in the grain bookings where the lines to Hull, 
Bristol, Channel, Glasgow and Ireland were able to get their bookings without 
any difficulties, while we had to wait while the United States filled up at a pre- 
nium. The same would apply to other merchandise as well. I must confess, 
however, that if Ellerman’s were to put a ship into London without advice we 
as Well as yourself would be quite concerned. After all they have rather a poor 
man’s trade and when the business was moving rather heavily to Fawley, Neale 
on behalf of Ellerman’s raised the point with me about sharing in this, but while, 
of course, very conference-minded, I turned them down, since I considered we 
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had served Southampton more or less exclusively not only from New York but 
from the outports for many years and we were entitled to this business which 
we badly needed at the time. Whether he raised this on his own or on behalf 
of Ellerman’s I do not know. 

Doesn't this document and related documents indicate that Eller- 
man’s Wilson was seriously concerned because a Cunard steamer had 
picked up a piece of cargo at Newcastle for shipment to the United 
States ? 

Mr. Wuu1am Daty. I didn’t read that into this letter, Mr. Maletz, 

Mr. Maerz. Let’s refer to a letter dated July 12, 1954, Cunard 
6-30B. 

Do you have that, sir? 

Mr. Wiiu1am Day. You said picked up cargo at Newcastle for the 
United States ? 

Mr. Maerz. Yes, sir. 

Mr. WiiuiaM Daty. Yes. 

Mr. Maerz. And now, the next to the last paragraph reads as fol- 
lows ; does it not: 

So far as we are aware, we are the only conference line in the States trade 
with berth rights at Newcastle and are naturally disturbed when another line 
would appear to be encroaching on our territory. How do Brocklebanks appear 
in the picture? 

This is a letter from Ellerman Wilson, Ltd. 

Did I read that correctly ? 

Mr. Witu1am Daty. I haven’t got the letter right here. But you 
said this was westbound ? 

Mr. Maerz. 6-30B. 

Mr. Witu1am Daty. But you said it was westbound, Mr. Maletz. 
Westbound is coming this way ? 

Mr. Maerz. Yes. 

Mr. Wiiu1am Daty. This says Baltimore to Newcastle, eastbound. 

Mr. Maerz. You are quite right, eastbound. 

Mr. Wiiu1am Day. Yes; and that we went into Newcastle with this 
dragline; why shouldn’t we ? 

Mr. Marerz. And Ellerman’s Wilson said there was a breach there; 
did they not ¢ 

Mr. Wiiu1am Daty. They said so here, they told us too—they tried 
to put berth rights in reverse, which they can’t do. 

Mr. Marerz. What did Mr. Kenick say ? 

Mr. Wiuuram Daty. All I see that Kenick says here is that—he 
refers to the fact that there are no berth rights in the United States. 

Mr. Maerz. He said that there were berth rights in England; 
did he not ? 

Mr. Witi1AM Daty. Yes. 

Mr. Maerz. There were berth rights in England? 

Mr. WixuiaM Day. There were berth rights in England. 

Mr. Materz. By agreement between the lines 

Mr. Witu1aM Daty. I don’t think it is agreement, Mr. Maletz. 

Mr. Materz. This is just a custom that has grown up? 

Mr. Witu1am Daty. It is something over the years. 

The Cuarrman. Which prevails, the law or the custom / 

Mr. Witu1am Daty. There is no law over there, sir. 

The Cuatrman. There is an American law called the Shipping Act. 
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Mr. Witu1Am Da ty. I realize that, too. 

Mr. Maerz. And would you say that this question of berth rights 
as in England has been in effect at least for 100 years? 

Mr. Wit11aM Daty. I should rather imagine that if you go back into 
this field, it finally goes way back to the sailing ship days. 

The Cuatrman. Of course, you will agree that even if that practice 
continued for I don’t know how many centuries, if you, as a repre- 
sentative of a British company, wished on behalf of that company 
to do business with U.S. ports and American shippers, you, of course, 
must realize that that custom would have to viel to a statute which 
was passed by Congress and signed by the President. 

Mr. Witx1aMm Daty. I don’t know, sir. 

The CuHarrMANn. You don’t know ? 

Mr. Witu1aM Daty. No, sir. 

The CHarrMan. Do you think English custom could override a 
statute of the United States covering the foreign commerce of the 
United States? 

Mr. Wiuu1am Daty. I should think that is a highly legal matter, 
sir, that I couldn’t deal with. 

The CuarrMan. I didn’t hear your answer. 

Mr. Witi1am Daty. I say, I feel that that would be such a highly 
legal matter, sir, that I couldn’t deal with it. 

No American line, sir, that I know of, or any of the foreign lines 
that I know of operating out of England to the United States has 
been hurt by any British 

The CuHarrmMan. Don’t you operate your company in accordance 
with the laws of the United States when your operations involve for- 
eign commerce of the United States ? 

Mr. Witi1Am Dany. You see, you are trying to put me in the posi- 
tion, I am sorry to say, of saying that something that is happening 
in England is affected by the laws of the United States. I don’t know. 

The CuarrMan. I am not trying to put you in that position. I am 
not trying to bait you at all, I am just trying to get your point of 
view, on the following, namely, must not custom yield to law when 
your company operates in the foreign commerce of the United States? 

Mr. Witutam Daty. Sir, I am not qualified to answer such a 
question. 

_ The CuarrMan. Suppose the Shipping Act says that something is 
illegal, and the custom of the British is to the effect that it is legal, 
what would you do under those circumstances? 

Mr. Witt1am Daty. Sir, surely to put me and my company in a 
predicament of that character, one has to bring both governments 
together. 

The Cuarrman. Allright. I won’t press the matter. 

Mr. Witu1am Day. Thank you, sir. 

The Cuarrman. I think this matter is very serious and is one of 
considerable gravity. I am referring to these so-called berth-right 
arrangements entered into by British lines serving the United States 
trade. 

If it is true, it is a cartelization of British and United States steam- 
ship routes, and should be gone into by the Federal Maritime Board 
and the Department of Justice. Counsel is directed to refer those 
matters to these departments. 
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Mr. Stneman. Mr. Chairman ? 

The CHarrMaNn. Yes. 

Mr. Stveman. Mr. Chairman, I believe the record is not. entirely 
clear. 

Would you please explain to us, Mr. Daly, what you mean when 
you used the term “berth right” ? 

The Cuarrman, I think we have gone over that, and Mr. Daly tried 
to explain it as best he could. 

Mr. Maerz. Mr. Chairman, at this point I will offer for the record 
the documents previously referred to and pertaining to this matter 
of berth rights. 

(The documents referred to follow :) 
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K-9634 


September 9th, 1953 


The Cunard Steam-Ship Company Limited 
General Manager’ s Office 

Liverpool 3, ENGLAND 
CO 


Dear Sirs, 


We have yours of Septembd=r 3rd with 
respect to the effort oy S116 r520! i1son to :ecure 
a parcel of_3 to of sulk Grein for discharge 
at London via their BASSANO Septexber loading. 


Ellerzzen Wilson cid reise the cuestion 
with us es to whether or not re were interested in 
suck a parcel since *¢ hed no ship aveilavle in the 
position inéic:tec. The percel was actueily beoked 
by the Eollend Line on en ov-rell combinz cticn ine 
cluéeing Continental ports of 4ntrerp and “otterdam 
as well. 


Bulk Srzin es "open" cerge hus nevery 
freon conzicerzd in the sane estezory es parcel 9 
It is not unusual where the berth Lines —» 


f 3 Sule praceice % ° 
tinental ports prewar shen we vet? tet capers of the 
Continental Conference taxing grain to antverp and 


Rott.-rdam, after first consulting with the -ontinene 
tal Lines. Consultation wes primsrily to ascertain 
not only were the direct Lincs !nterestoc, but also to 
prevent any disturbing of their rates. 
Yours sincerely, 
THE CUNARD STEAM-SHIP COMPANY LIWITAD. 


CK: ELP 
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GOopPpyY 














ELLERMAN'S WILSQI LINE, LIMITED | 
HULL. 


l2th July, 1954, 
American Department, 





Messrs, McDiarmid & Co,, 
Cunard Building, 
LIVERPOOL, 3. 











Dear Sirs, 





Drag Line, 


ye received information from our London agents on the 
lst June, that a drag line would be ready for shipment from 
Baltimore to Neweast Le during July and we cabled our New. York 
house to meke contact with the interested parties in the 
States with a view to obtaining the equipment for our service 
to Newcastle as in previous instances, 





Specification was received .on the 4th June showing the 
consignment to consist of 32 pieces, weighing approximately 
210 tons and this was forwarded to New York for their 
guidance in arranging stowage. 





Much to our astonishment, we ascertained on the 3rd July 
that arrangements had been made to forward this consignment 
per Cunard vessel "4NDRI4" which we understand sails for 
London, then moves to lhewcastle to discharge the drag line, 
The explanation given is that the booking was originally 
made by the Brocklebanks steamer "MakT:ND" but as she was 
running late, it was transferred to the “aNDRIA", 


e only Conference Line 


We shall much appreciate your investigating this matter 


on our behalf, 


Yours faithfully, 
for ELLERMaN'S WILSQN LINE LIMITED. 


4.5. WatTS 
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AIR MAIL 


’ 


T4E CUNARD STEAM-SHIP COMPANY LIMITED lo 


CUNARD WHITE natal awe CUNARD BUILDING, 
GENERAL MANAGERS OFFICE {ww a 


TELEGRAMS “CUNARD. LIVERPOOL, 


4 
“CUNAROSTAR, LIVERPOOL 3" PVCS/} fl 
> cE TR < 


LIVERPOOL, 3. 


fue” ee fv, July, 1954. 


The Cunard Steam-Ship Company "a ited, 
NEW YoRK, gut a7 ivo4 
Dear Sirs, s 


With reference to the Dragline which 
you accepted for the "4NDRIa" for Newcastle, 
we attach hereto copy of letter which the 
Ellerman's Wilson Line Ltd., Hull, have 
written to Conference Secretaries here, 


we shall be pleased if you will put 
us in a position to reply to their contention 
that they are the only Conference Line with 
berth rights to Newcestle, Ve assume that 
you have not had any contact in New York from 
the Ellerman's Wilson agents, 


Yours faithfully, 


THE CUNARD CSE COMPLY LIMITED, 
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Laumard b-31A4 


July 20th, 1954 






Mr. P.V.C. Sprigings 
The Cunard Steam-Ship Co., Ltd. 
General Manager's Office 
Liverpool 3, ENGLAND 


Dear Vic, 


With respect to your letter of the 14th in 
connection with the protest from Ellerman's in con- 
nection with the Drag Line in the ANDRIA for Newcastle, 
I replied as I anticipated you wished, 


I more or less anticipated this, since the local 
office made some mild somplaint, ‘Sut .t the sume time 
they had booked some Liverpool machinery from Shiladelphia 
in the Head Line ship which normally would have come to 
New York and it strick me th.t these things work both ways, 
On the other hend in vier of yo Ds te at ton a to 
nh rien we siso ought perhaps you mig ne Ve pared 
S Wil BibGpoon so, sinee were Was GU Ut tine 2 ull 
Montn between Lei? imurcatcu so TT IeS soe oun spin fitted 





















ust in be ween. Me snid, aS YOU ““ow wou Nooded at 
Ney ry 7 bile foe cuoction of barth righ 
Pri: - onsigersg fon zt ber Lore it ¢ > rile 
G u forthe aituorts, cnc. whilst bersh rishts re 
considered so seriously Dy ou, It does not nornally hold 
on Pics Sice. since n-itu-r tie current daritime 
Boer’ n nor any ° epee S SSS OL Sells “ever recognized 
ou Know, e Americen es 


PO to any port irrespective of the service main- 
tained by others. 


anotuer factor in this too is 





f BS crfously than 
} any O12 the Other VOnre e Lines | by this arrengement. This 
we arovehi oul pe arvuicuLlarly rece:wy tt ene pre bdokings 


ae to Hull, bristcl vhennel, Glascow-and Ireland 
were Bence pee rere fee ORiirs \ieoouc soy ciiticulties, 
e we had to the U.v. ed up at a premium, 
The same would aprly to other merchandise as well. I must 
A confess, however, tn rr etre rian "Ss pit a s':ip into 


piano freon cteree cs oe att Se Sale PUNTTa 


ney hive rather & POO *s trade 
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v \ and when the business was moving rether heavily 

to Favley, Neale on behalf of Ellerman's raised the 
point with me abcut sharing in this, but while of 
course WeEy eee a wprns 





; he raised this on his ovn or rom “behalf vease Wither 
) I do not knor, 


I did not mention all this in the official 
letter, but I em passing it along to you in the event 
it may be necessary for you to argue it further at one 
of the meetings. 


Yours sincerely, 


CiK3ELP 


70300 O— 61—pt. 3, vol. 1 7 
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619 






July 20th, 1954 


The Cum.rd Steam-bhip Co., Ltd. : ‘ 
Generel Seni ger's Office fag 
Diverpool 3, !NGLAND 


De vr Sirs, 


Vie neve your letter of July 14th 
PVCS, with respect to the Drug Line shipped 
in the ANDKIA for Newesstle, cnelosing a letter 
of conpl:int from liessrs. Kllermun's »ilson 
Line written to the Conference cecretzries. 


This Drag Line wes m.nufsetured for 
another purch:ser, but owing tc the urgency 
of the orier wus diverted to fill the Ner- 
castle order. at the tine it was re:edy for 
shipnent, Pllermin's hid ¢ full month's gap 
in their schedule «nd the broker in placing 
the si:ipnent with us expleined th t while 
normelly Cllern:n's would hove fir.t e121 on 
this shipment, owing to the urgency of it, 
asked us to t: ke it to avoid 4 two week celuy. 
the shipaent, as you know, was muce from Nor- 
folx. 






tra tier of f.ct jut 
Ws Lilermin's Loesl ofrice, 
as cgents of the -e:d Line put . shin into Phila- 
Gelphia to toc Knitting “.chinery for ufver- 
pool, stich shimment would norri lly nove on one 
of cur New York shins. 


Yours sincerely, 


THE CUNLFD STFAN@SHIP TO: aANY LISIT!:D. 
CuK: ELP 
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AIR MAIL 


/ 


‘-E CUNARD STEAM-SHIP COMPANY or 


forsee WHITE STAR } a @ QAR BUILDING, 


GENERAL MANAGER'S OFFICE 
LIVERPOOL, 3. 


ne CENTRAL 9201 
ei, — 


The Cunard Steam-Ship Company Limited, 
NEW YORK y 


TEEGAA cuyhro, Livereooc.3 
j fu CUMARDSTAR, LIVERPOOL ,3° PVCS/HEB — i 


Dear Sirs, 


We are irf'receipt o we letter of the 
egarding the 
Roastie ‘by the "aNDRIa", 
“and note that owing to the urgency of this 
matter it was booked by our vessel as 
Ellermans had a month's gap in their sailings, 


We have repvlied to the Conference 
Secrétary accordingly pointing out that if we 
had not carried the traffic it would have 
been probably lost to a U.S. vessel, and we 
hope the matter can now be considered as 
closed, 


Yours faithfully, 


THE CUNARD HES! ‘IP COMPANY ¢LIMITED. 
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AIR MAIL 


THE CUNARO STEAM-SHIP COMPANY LIMITED 


~ “UNARD WHITE STAR ) ; CUNARD BUILDING, 
? secacialichinhatities 
CRNERAL | MANAGERS es f et 
TELEG S “CUNARD, LIVERPOOL, x PVCS/MEB “TiVERPOOL, 3 
. “CUNARDSTAR, LIVERPOOL 3° ‘ 
TELEPHGNE. CENTR#, 9201 wd * 
- o” , 


9th Aug te ton 


5 . 
; Cod. Kenick, ESqe) 


oes Cunard $team-Ship Company Limited, 
EW YORK, 


Dear Walter, 







I duly received your letter of the 20th 
July in regard to the Dragline about which —~-~ 
Ellermans protésted,. ey see ee 







either a question of our carrying this traffic 
or losing the busifess to possibly an American 
flag vessel, ang 
die 2 natural‘ 


Yours sincerely, 


\ 
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(SE & VE OD) 


(FEDERAL MARITIME BOARD) 


NO. 833 
MAATSCHAPPIJ "ZEETRANSPORT® N. V. (GRANJE LINE) ET AL, 


Ve 


Submitted November 30, 1960. Decided January 23, 1961. 


1. Upon complaint, respondents Anchor Line, Itd., The Bristol City Line 
of Steamships Ltd., Canadian Pacific Ry. Co., The Cunard Steamship Co. Ltd., 
Furness, Withy & Co, ltd., Manchester Liners, Itd., The Ulster Steamship Co. 
ltd, Head Line & Lord Line, found to have violated the provisions of Sec. 15 
of the Shipping Act, 1916, as amended, which require common carriers by water 
to file immediately with the Federal Maritime Board a true copy or a true and 
complete memorandum of every agreement with another such carrier to which it 
may be a party or conform to, in whole or in part, fixing or regulating trans- 
pertation rates. 


2. Upon complaint, respondents Anshor Line, The Bristol City Line of 
Steamships Itd,, Canadian Pacific Ry. Co., The Cunard Steamship Co. Ltd., 
Furness, Withy & Co. Ltd., The Ulster Steamship Co. Ltd.«-tHead Line & Lord 
line, found to have violated the provisiens of Sec. 15 of the Shipping Act, 
1916, as amended,which require common carriers by water to file immediately 
with the Federal Maritime Board a true copy or a true and complete memorandum 
of every agreement with another swch carrier to which it may be a party or 
conform to in whole or in part, allotting ports or restricting or otherwise 
regulating the number and character of sailings between perts, and providing 
for exclusive, preferential or coeperative working arrangements. 


George F, Galland, G. Nathan Calkins, Jr., Robert N. Kharasch, and 
K. Rechs Tor Oranje 


Ronald A. rierre Cletus Keating, Elmer C. Maddy, and Robert E, Kline, Jr., 
fer or e ° 


Edward Schmeltser, Edward Aptaker, and Robert E. Mitchell as Public 


Ralph B, Wilsen, Chairman; Thomas E. Stakem, Vice Chairman; 
Sigfrid B. Unanier, Member 


By the Boards 
Le Proveedings 

This is a reopened proceeding resulting from an order of September 19, 
1960, ordering re-argument in the matter if requested by any of the parties. 
On September 21, 1960, the attorneys for the complainants requested re-argument. 

The complainants are a group af common carriers by water in the foreign 
Comerce of the United States operating between ports of the United Kingdem 
Great Britain and Great Lakes ani St. Lawrence River perts in the United 
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States anid Canada, They consist ef the following companies: Maatechappij 
"Zeetransport® N. V., a Netherlands Corperation, (Oranje,Line); A/S Luksfjell, 
A/S Devrefjell, A/S Falkefjell ani A.S Rudelph, Nerwegian corporations (Fjell 
Line); ami Smith Rederi A/B and Rederiaktiebolaget Ragne, Swedish Cerperations 
(Swedish Chicago Line); Liverpool Liners Limited, a British corperation; ani, 
4/8 R. Nordstrom & Co, OY, a Finnish cerperation (Nordlake Line). 

The case has been considered on the present record and on oral re- 


argument. Our previeus repert on such recerd appeared in 5 F.M.B. 71), was 
decided December 1), 1959 amd serwed Margh 2, 1960, Re-argument was ordered 
as the result of an appeal from the Board's report filed in the United States 
Circuit Court of Appeals for the District of Columbia in Ne. 15,700,. The 
appeal contends that the Board's erder was unlawful for want of @ majority 


vote on the issues involved in Docket No. 833. Oral argument was held on 
November 30, 1960. The issues were limited to the complaint in No. 833 
alleging violations of sections 14 ami 15 of the Shipping Act, 1916, as 
amended, (Act), (39 Stat. 733, h6 U.S.C. 812, 81)) as follows: 

1. The respendents, Anchor Line Limited (Ancher); The Bristel City 
Line of Steamships Ltd. (Bristel City); Canadian Pacific Railway Company 
(Canadian Pacific); The Cunard Steamship.Co. Itd. (Cunard); Ellermants 
Wilson Line Limited (Ellerman); Furness, Withy & Co. Limited (Furness) ; 
Manchester Liners ltd. (Manchester); The Ulster Steamship Company, Itd.—-- 
Head Line & Lerd Line (Head & Lord); between Jamuary 1958 and March 28, 
1958, acting in concert, notified shippers in the trade from the United 
Kingdom to United States Great Lakes ports of freight rates contained in a 
jointly agreed upen tariff and quoted rates therefrom without the Boardts 
approval. 

2. The Ulster Steamship Company, lid., Head Line & Lerd Line, The 
Anchor Line, limited and The Bristol City Line of Steamships ltd. without 
Board appreval entered inte a cooperative werking arrangement calling fer a 
peoling of vessels, alternation of sailings and jeint service from the port 
of Glasgew fer the 1958 navigation season together with understandings for 
the maintenance of uniform rates. 

3. The respondents executed Agreement No. 8,00 centrelling and 
regulating competition and filed it with the Beard fer approval on November 5, 
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1957, knowing st the time that there was then in existence Agreement No. 8140 
which had created with the Board's approval a conference in substantially the 
same trade which Agreement No. 8400 purparts to cover. Agreement No. 800 is 
alleged to be unlawful. 

lh. The afaresaid violations ani Agreement No. 600 are elements of a 
conspiracy to drive complainants from the trade between the United States 
and Canadian Great Lakes and St. lewrence River ports on the one hand and 


ports in the United Kingdom on the other. | 


5. The respondents are alse parties to agreemnts, understandings, 
and cooperative working arrangements, whereby they have apportioned among 
various of their members ports or ranges of Pérts on the United States Great 
lakes in conjunction with ports or ranges of ports on the Canadian shore of 
the Great Lakes as well as Canadign parte on the St. Lawrence River. Such 
agreements, understandings and arrangements seriously restrict competition 
between the respondents and othera in foreign commerce of the United States 
and eliminates or destroys competition among the respondents in such commerce 
of the United States between the Great lakes ani the United Kingdom and Eire. 
Mone of the foregoing agreements, understandings or arrangements is reflected 
in Agreement No. 800. 

These proceedings are further limited to a review of the alleged vio-~ 
lations of Sec. 15 of the Act. 

I, Facts 

The facts relate to the evideme spowings (a) alleged unapproved 
sgreements fixing or regulating transportation rates; (b) unapproved agreements 
controlling, regulating, preventing or destroying competition, or allotting 
ports or restricting or otherwise regulating the number and character of 
sailings between ports or providing a coeperative working arrangement; and 
(c) possible conspiracy to drive eomplaipants from the trade between United 
States and Canadian Great Lakes ami St. Lawrence River ports on the one hand 
and ports in the United Kingdom of Great Britain on the other hand. 

On January 18, 1958, the Board published a notice in the Federal 
Register (23 FR 349) that the respondents had filed for approval under Sec.15 
of the Act, a proposed agreement No. 800 to create a new conference to be 
known as the British Westbound Conference from Great Britain and Northern 
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Ireland and Eire to Great Lakes parts ia the United States. In preliminary 
meetings leading to the organisation of a conference, secretaries were desig. 
nated to draft the conference agreement and to proceed with the compilation 
of a draft tariff to be used by the confereme, A draft in at least 79 
serially numbered copies was prepared and submitted to the member lines in 
the proposed conference. Revisions were circulated bearing effective dates. 
Bach line keeps a copy ani receives amemiments keeping the tariff up to 
date. The secretary is notifidd each day of the rates each line quotes “in 
competition with non-conference eutsiders". The cover page describes the 
tariff as applicable to traffic to the same parts as the ports covered by 
the proposed conference agreement. A draft tariff was issued some tim 
pricr to February 7, 1958. The date an the cover of the more recent tariff 


in evidence is April 1958. The tariff was described by the secretary as 
the basic tariff under the proposed agreement and the one which would be 


printed when the agreement was approved. The secretary said the lines 
"naturally refer to the tariff" in quoting rates and that the tariff “would 
likely be a tariff that they were free to use if they like . . . something 
they normally refer to to find owt what would be somewhere about the basis 
of the rates." None of the respamients suggested that they had any other 
tariff. 

Thereafter, the record showed that .six different carriers in the 
cenference quoted, with two exceptions,, identical rates in response to many 
shippers’ inquiries relative to specified commodities to designated ports. 
Rate quotation letters written ig April 1958 to shippers covering twelve 
commodities or commodity classificationg showed identical quotations in each 
case where two or more lines quoted rates on a particular commodity to a 
particular destination. In the case af every commojity except linoleum tiles 
the proposed tariff rates were qpoted, but even on the tiles the four quoting 
carriers gave identical rates. The tariff rates were not available to non 
conference members. A variation in rate quotations on two commodities by one 
of the members was shown. 

There are two groups of alleged cooperative arrangements. The first 


ie the Arehor Brastol City ead + -lens-sinee-svamenenipni the second is 


the Canadian Pacific-Cunsrd-Furness lines arrangement. 
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The second group of lines ia not explicitly identified by their 
names in the complaint, but the names of the participating lines were estab- 
lished during the hearing and such lines are considered as being covered by 
the part of the complaint referred to in item 5 above. 

With regard to the first, four ships, the M. V. Korbach, Fair Head, 
Urania and Ballygally Head were advertised to provide freight service by three 
lines, Bristol City, Anchor and Head & Lard from the three ports of Avonmouth, 
Glasgow and Liverpool to American ports in the Great Lakes. The M.V. Urania 
was a German registered ship chartered to The Ulster Steamship Company Ltd,- 
(Head & Lord Line) ami the M.V. Korbech was a German registered ship chartered 

The M.V.s Fair Head and Ballygally Head are British registered 
ships owned by the Ulster Steamship Co. ltd, (Head & Lord line). The advertise- 
ments appeared in various publications and by announcements in 1958. Closing 
dates for cargo at Glasgow were from March 27, 1958 through October 11, 1958. 
The M.V. Korbach was advertised by Anchor line for closing of cargo from 
Glasgow and by Bristol City Line far clesing of cargo from Avonmouth 6 days 
luter, destined for Detroit ani Chicago and on an “if inducement" basis for 
Cleveland and Milwaukee. The same vessel was similarly advertised for a 
voyage, with a two day interval berween Avonmouth and Glasgow, about a 
nonth later by the same two line =, the MJ Head was advertised 

eGo exe stu Sn 
sam vessel was advertised by Head & Lord Line for closing for cargo from 
Bristol,/ The same vessel and the same companies offered similarly spaced 
from the sene cities in June and August. The M.V. Urania was 
advertised by all three lines from the cities they served (Bristol Citys 
dvonmouth, Head & Lords Liverpool, and Anchor: Glasgow) with about a 5 day 
interval between each city for departures in April and June and a Liverpool- 
Glasgow departure in August. The M.V, Ballygslly Head was advertised by 
dnchor Line and Head & Lord for Glaagow-Liverpool cargo closings at about 
three to seven day intervals in May, July ani September, The result of 
sh voyages is that three of the four vessels were used by two companies 
nd one vessel was used by three companies from the cities served by each 
of the lines, 
4n Anchor Line handbill stated its "pleasure in announcing their 
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Freight Service between Glasgow and the American ports-«the Great Lakes during 
the 1958 open water season" and listed the above named ships. The handbill 
stated that "freight engagements ani all cargo received and shipped will be 
subject to the terms, conditions, exceptions and liberties of the Company's 


usual form of Wharfinger's Receipt and/ar Bill of Leading". Other exhibits 
in the record showed Anchor Linea’ offers of service for the season and 
generally describe it as a carrier although somewhat later in May 1958 it 
began calling itself “Loading Brokers". This change occurred after the 
complaint was filed in this case and after the Conference Secretary told the 
managing director of Anchor that their circular would be misinterpreted, 

Although a ship used by Briatol City called at Glasgow, the adver- 
tising of Bristol City did not describe Anchor as an agent or loading broker 
or make any reference to Anchor er to Glasgow, but did list its agents in 
other ports than Glasgow. Anchor Line quoted its rates in response to 
shippers! inguiries and referred to "details of our sailings for the 1958 
season." 

Bristol City also advertised departures from Avonmouth, to Detroit 
and Chicago “and vice versa" and other “American Great Lakes ports if induce- 
ment", Head & Lord advertised departures from Liverpool to *U.S5.A. Great 
Lakes Ports, Chicago and Detroit (also Cleveland and Milwaukee, if induce- 
ment)*, The M.V.s Korbach, Fair Head, Ballygally Head and Urania were used 
&s noted above, 

With regard to the second group, service to United States Great 
Lakes ports in 1957 was also offered in advertisements by Canadian Pacific, 
Cunard and Furness, A handbill announcement and advertisements in Lloyd's 
Loading List Supplement and the Handy Shipping Guide announced service "*Lonion 
Great Lakes Direct Canadian Pacific-Cunard-urness to . . . Cleveland, Detroit, 
Chicago", listed the locations of the loading berths of each line in Lonion 
and stated "For Rates of Freight and other information apply to“ giving three 
London addresses and telephone numbers "Or any other Canadian Pacific, Cunard 
and Furness Line Office or Agency". At least fourteen such notices ani others 
of similar import were shown for the months of March through May 1957. There 
was evidence in the announcements of an exchange of ships between Cunard and 
Canadian Pacific, but not in the service to Clevelani, Detroit ani Chicago. 
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The service to these ports, however, was alternated between the Cunard and 


Furness ships at about one week intervals. Cunard ships called at both Canadian 


and Great. Lakes ports in the U.S. but Furness ships never called at Canadian 
TT om  aeepeiepiimis-1<a1s:,£2- 2. 
ports and Canadian Pacific ships never called at Great Lakes U.S. ports. As 


pegards American ports Cunard ships newer called-et-Chicegey—The proposed 
conference caneammet disclosed still further refinements in restrictions on 
» service to Great Lakes ports in the United States. 

The following ships were German registered ships chartered in 1958 
as noted: M.V.s Erin Nuebel and Berni Muebel to Cunard, Otto Nuebel and 
August Schulte to Canadian Pacific, Lissy Schulte and Maria Schulte to Furness. 
The Erin Nuebel was advertised for cargo as both a Canadian Pacific and a 
Cunard ship. The Otto Muebel was likewise advertised for cargo by these two 
lines. 

The Chairman of Furness in his annual review of the Company's 
affairs at the anmual General Meeting on September 25, 1957 had the follows 
ing to say with possible reference to these arrangements: 

“For two years prior to 1957 we have operated a service, in con» 
yunction with others, from London to ports in the Great Lakes. We consider 
this to be a necessary development, partly in protection of our Canadian 
business and partly to ensure our participating in the expansion of trade 
which it is anticipated will occur when the St. Lawrence Deepwater Seaway is 
opened for traffic in 1959. From the commencement of the current season, 
i.e., the opening of the St. Lawrence River te navigation, we have estab- 
lished our own direct service from London to Canadian and United States 
lakes ports, including Toronto, Hamilton, Cleveland, Detroit, Milwaukee and 
Chicago in friendly association with the Cunard Steam<Ghip Co., Lid., and 
the Canadian Pacific Railway Co. Only small ships can be employed until the 
&. Lawrence Seaway is completed, after which date larger and consequently 
mre economical tonnage will be introduced into the service provided develop~ 
mnts justify such expansion." 

The foregoing was explained as follows in a stipulations "The 
statement was made to Furness, Withy & Compang Stockholders and was intended 
to let our Stockholders know that we had entered this trade in our own right, 
in place of the earlier service to Canadian Lake ports which was previously 
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operated in conjunction with others. 

"The phrase tin friendly co-operation! (sic) means precisely what 
it says, no more and no less, and friendly means the opposite of unfriendly. 
There is no agreement written or verbal, but without any obligation to do so, 
we endeavor not to tread on their toes in the hope that they similarly will 
endeavor to avoid treading on ours. That is all there is to it.* 

Another cooperative arrangement is thought to be shown by a joint 
notice entitled "Notice to Shippers and Consignees" dated March 1, 1958, as 
followss 

"Shippers and Consignees are hereby notified that the undernoted 


Lines will each operate regular Westbound services from their customary 


berth ports in the United Kingdom and Eire DIRECT to the United States Great 
Lakes ports, principally Cleveland, Detroit, Chicago and Milwaukee. 

"The direct services will commence with the opening of the St. 
Lawrence Navigation this year, i.e., approximately lst April, 1958, and 
interested Shippers or Consignees are invited to apply direct to the indive 
idual Lines for information concerning the frequency of service and the 
freight rates applicable on traffic shipped by the selected Line's Direct 
vessels. 
Anchor Line Ltd. Ellerman's Wilson Line Ltd. 
Bristol City Line Furness, Withy & Co. Ltd. 

Head Line & lord Line 
Manchester Limrs Ltd.* 

In October 1956 the member lines of the North Atlantic Westbound 
Freight Association recorded in a minute that several of them (Anchor, Cunard, 
Furness, Head & Lord and Manchester) were operating independently to United 
States of America Great Lakes ports, that others intended to do the same and 
that McDiarmid & Co. had been instructed to draft an appropriate conference 
agreement. (McDiarmid & Co. is a professional organisation of conference 
secretaries who administer conference agreements), This is the same agree- 
ment that was prepared in connection with the tariff rates and regulations 
noted above. Anchor, however, denied it operated any such independent service. 

By letter of December 30, 1957, McDiarmid submitted for Board 
approval a signed agreement identified as F.M.B. No. 800 covering Westbound 
trade. Agreement No. 84,0 was submitted later and covered Eastbound trade. 
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In Dockets 83) and 843 the Board refused to approve the two agreements. The 
agreements were in preparation for operations in 1958 to the Great Lakes. 
The respondents are participants in a system of territorial divisions 
naa 


al assignments covering the routes of their vessels in the areas 


served by the proposed conference agreement. The United Kingdom ports are 
only Avonmouth and Bristol channel ports; Manchester Liners only 
Manchester; Head & Lord serve only Liverpool, Belfast and Dublin; Cunard, 
Furness and Canadian Pacific serve Londen and Liverpool. Canadian and United 
States Great Lakes ports are served as follows: Anchor, Bristol City, Man- 
chester Liners and Head & Lord serve the full range of United States Great 
Lakes ports; Cunard ani Canadian Pacific serve the United States Great Lakes 
“parte only an far as Detroit; Furmes sarves thoes porte ani Milwedkes and 
Chicago. 

Tn ablition te thee Uaihed: ghiten Grétt Sinee pete ws ential 
disclened thes tie cum. Linen.inwe pecsSalpentn! in &-pebbera er Gere’ hatee 


nN Te aD 


tion along the United States Atlantic ceast and appear to be restricted so 
as to not serve areas served by other British lines. 
II, Discussion 4 

The violations complained of concern the failure of the responients, 
to the extent that they are common carriers by water in the foreign comers 
of the United States, to file immediately with the Board a true copy, or, if 
eral, a true and complete memorandum, of every agreement with another common 
carrier by water to which it may be a party or conform in whole or in part, 
dealing with certain subjects. The subjects of this proceeding are agreements 
fixing er regulating transportation rates or fares; controlling, regulating, 
preventing or destroying competition; amd allotting ports or restricting or 
otherwise regulating the number and characteristics of sailings between ports; 
or in any manner providing for an exclusive, preferential, or cooperative 
working arrangement. The term "agreement" under Sec, 15, ami in this report, 
"includes understandings, conferences amd other arrangements", The Board may 
by order approve or disapprove agreements. Before approval ani after dis- 
*pproval agreements are unlawful. 

The basis of the complaint is, that the respondents herein, were acting 
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as though they were carrying out the proposed but unappreved conference agree. 
mentts obligations, by using the freight rates contained in the draft tariff 





which had been prepared. First, the reaponmients distributef 79 copies of the 
tariff among themselves and second, the responients quoted the tariff rates 
to shippers. 
The responients were shown to have queted rates exactly as they 
appear in the tariff which contains detailed ani complex rates and regula- 





tions. The tariff was not on file anywhere se it could not be consulted by 






everyone. All respondents received notices of changes and all reported their 
quotations from time to tims. 






One line could aot find out what another was 













doing without consultation. 





The rates used were the same as each other's and 
were the same as the tariff rates with one or two exceptions. Without the 





exchange of information they couldn't cenceivakly quote the same rates. Bven 
Apparently, as 
respondent's counsel indicated in oral argument, "it would have been foolish 
to have waited Board appreval® (sic.) before preparing, and presumably using, 
the tariff. 





in the case of the exceptions, the lines used a uniform rate. 


Three of the respondents! advertisements covering about a year state: 







‘For rates of freight ani other information apply: Canadian Pacific Railroad* 
or “Cunard Line" orfurness, Withy & Company", giving the address ani telephone 
number of each. Under this it says to apply te: 





"Any other Canadian Pacific, 
Cunard or Furness Line office or agency". It isa fair inference that a 
shipper would not call each line for its ow rates in response to such an 


















advertisement but that a shipper could call any one of the lines or their 
agents and obtain an applicable rate. 





Tt would have been very easy to rebut 





any such uniformity of rates by bringing in bills of lading showing variations 
but this was not done. 
Such uniformity ef action is censistemt only with sem: sort of pre~ 
vious understanding that the carriers weuld conform to an agreed course of 
action. Independent activity without any understanding normally would produce 
differing and non-conforming actions by each carrier. The result was that 
transportation rates were fixed and regulated. 
No evidence of any such agreement in the form of a true copy, or of 
any understanding in the ferm of a memorandum was ever filed with the Board 
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as required by Sec. 15. The legislative history ef the Act makes it clear that 
Congress was interested in oral understandings, tacit agreements and gentlemen's 
agreements between common carriers by water such as those invelved here. (The 
Alexander Repert, House Doc. 805, 634 Cemg. (191k) see vel. pp. 295-30), h16— 
418). The purpose of Sec. 15 was to place in Reard custedy infermation and 
preefs which the Board ceuld review and analyze and make up its mind about 
whether the requirements of the seceni paragraph of Sec. 15 were being followed. 
In this cage the respondents have not put in Beard hands evidence of undera 
standings te which they are a party or te which they conform. The complaint 
ef a violation of the requirement in Sec. 15 as te filing agreements relating 
to fixing or regulating transportation retes has been preven. See: wWharfage 
Charges and Practices at Boston, Mass. 2 U.8.M.C. 7h9 (19h5). 

The basis ef the secemi mijor complaint is directed at the regulation 
ef the mumber ani character ef sailings between perts and at ceeperative werking 
agreements, The result ef the schedules ebserved by six ef the respondents is 
a ceerdinated westbeund service between the United Kingdom and United States 
Great Lakes ports during the 1957 and 1958 navigation seasons. Two groups of 
sailing arrangements are shown: These between Ancher, Bristel City and Head & 
lerd lines covering the ports ef Glasgew, Bristol City, Avonmeuth ani Liverpeol 
during 1958 and those between Canadian Pacific, Cunard and Furness departing 
from Lomion, during 1957 and 1958, destined te United States Great Lakes ports. 

The significance of the notices described herein is not that they 
involve joint advertising which by itself does net justify finding that the 
action was taken pursuant to agreement. Los Angeles By-Products Co. v. Barber 
$8 Lines Co. Inc., 2 U.8.M.C, 106, 108 (1939). The significance is that the 
information centained in the notices requires cooperative arrangements to carry 
out the commitments made to the public. The cemmitments also require activity 
geing far beyond that which occurs simply as the result of respect fer the 


histeric position ef efch line in a port as far as the United Kingdom is cone 


cerned, In the United States there could be ne such tacitly respected 
histeric position in the Great Lakes. 


The work involved in preparing the advertisements and schedules be- 
speaks mutual understandings among the participating lines as to how parts 
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should be allotted, what schedules te print and about the timing, destination 
and other description of service to United States perts. The subsequent 
detailed alternatien of departures and arrival of ships from the allotted 
ports in accerdance with the public notice, the use of berths, the loading of 
carge and the allecation of revenues and costs all require coordinated activity 
which could only be accomplished by a policy of cecperation fellowed by arrange. 
ments made at the managerial level among the participating companies. A highly 
sophisticated plan of operations has resulted. It is incomeivable that the 
administrative erganization connected with the use of so much money, the movee 
ments ef so many ships, or of so much cargo, and of so many ports between dife 
ferent carriers during a full season could be conducted without some explicit 
understandings as to cooperative activity to regulate sailings between the 
allotted ports, and as to the distributien of revenues and the sharing of 
expenses. 

‘There was evidence that the respomients passed ships from one company 
te the ether to emable each line to carry cargo to the ports each served in- 
Gluding Umited States Great Lakes ports. There was no break in this pattern of 
exclusive and preferential service from various ports. The uniferm character- 
istics ef the service preclude any inference of independent operation. Mutual 
agreement is essential te the effective accomplishment ef the operations shown 
in this record, When all of this coordinated activity follows statements of @ 
corporate efficial reading “service in conjunction with others" and the careful 
coordination required to avoid treading en others® toes is considered, the 
existence of agreements is inescapable. 

No evidence of the required agreementa in the form of true copies or 
memorandums describing these undertakings were ever filed with the Board pure 
suant to Sec. 15. The complaint of a vielatien of the requirement in Sec. 15 
as to the filing of agreements relating to the allotment of ports, the 
restriction or regulation of the number and character of sailings between ports 
and to exclusive, preferential or cooperative working arrangements has likewise 
been proven, 

The final charge of violations was that the proposed agreements F.M.B. 


8400 and 8440 are not full agreements between the parties, therefore, they do 
mot qualify for approval. A larger pattern ef opergtions which restricts or 
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destroys competition is charged. Since we are not revising the earlier repert 
disapproving the preposed agreements, ne review of these charges is undertaken. 

Other than the inferences of canspiracy sought to be drawn from the 
reute and port call pattern of the respanmdents, no proof of conspiraterial 
actions against the complainants was preduced, More than this is needed and 
guch complaint is found to be unproven. 

The defenge was interpesed that. respomient Anchor was not a comuon 
carrier by water. Generally, Bristel City's and Head & Lord's common carrier 
status as regards this joint undertaking is not in issue. Thf other lines are 


also concededly common carriers by water. The defense is based solely on the 


assertion that Anchor's advertisements did not ‘show them to be common carriers 
by water, but rather loading brokers, ami a statement by the conference sece 
retary as a witness that Anchor was net considered a common carrier. The 
advertisements, however, did not indicate the status of Ancher as a loading 
breker until after the complaint was filed. Amcher stated in its handbill 
isgued te the public that carge would be subject to "the Company's usual form 
of Wharfinger's receipt and/or bill of lading®. This referred to its owm bill 
ef lading. This is what it told te progpective shippers. Ancher is alse sig- 
satery te the propesed conference agreement in which it is described as a 
cemon carrier in the trade. The confereme secretary advised the Board staff 
that "several Shipowners who have been engaged in the Liner trade between the 
United Kingdem and the United States of America for over 50 years . . . have 
recently each inaugurated independent Liner service direct frem United Kingdom 
porte te the ports on the U.S.A. Great Lakes." In October 1957, when this 
Ws written, there was no indication that Ansher was anything other than a 
Common carrier. In none ef the followim correspondence relating te revisions 
in the agreement prior te Beard approval is there any indication that Ancher's 
status had changed. In correspondence to shippers under its own letterhead 
Aucher enclosed “eur sailing card" and referred to “details ef our sailings fer 
the 1958 season" and quotes its own rates. All of the lines including Ancher, 
which are signatories toe the propesed confereme agreement as participating 
Carriers use the same nams as they used in the advertisements and notices, 


Re on os me 


Y Bristol City is net @ common carrier as to the M.V. Urania which was 
artistes £0 5.‘Fand Ident, dip eaten “ted line Billa at gattaye 
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without change or qualification. 

In the handbill subscribed to by all of the & responients involved in 
this preceeding reference is made to the fact that: “the undermeted lines will 
each operate regular westbound services from their customary berth ports in the 
United Kingdem and Eire direct te United States Great Lakes ports . . ." Anche 
is referred to as @ "line® with ne ether qualification to distinguish its statw 
frem that ef other subscribers. 

In Agreement No. 7620 2 U.8.M.C. 7h9 (1945) the Kerr Steamship Co, 
sought te be considered as a proper party te a conference agreement as & commen 
carrier by water. Kerr was excluded, however, as not being @ common carrier 
by water, but an agent. Agency status was established because Kerr had not 
owned any vessels since 1936, operated only as a “berth owner" (i.e.: had con 
tacts with, and enjoyed the goed will of, shippers in the trade) and, as a 


result of its ability to attract business, acted as loading brokers for ships 
belonging to others. Kerr signed deck receipts and bills of lading as agent 
fer the ship owners. Kerr advertised itself as "loading brokers" and “gemral 


agent". Kerr had a detailed agreement with the Silver Line Iid. and Idief Hoogh 
& Co., A/S of Osle, providing for the furnishing of cargo, the use of ether 
vessels and the division of gross freights. 

The opposite status was found im Agreements No. 6210, 6210—4, 6210.8, 
6210-6, 6105 2 U.S.M.C. 166 (1939) where the Consolidated Olympic line as a 
conference member used the ships of James Griffith & Sons, Inc. and other ship 
owners. Conselidated Olympic issued its ewn bill ef lading as agents for the 
carriers. The Commission reported: this “cempany haniles the cargo from start 
te finish; assumes all the responsibility and obligations of a common carrier} 
ami considers itself 4 common carrier." - The Commission stated that "the con 
tract between Consolidated and the various vesael owners, and also the bill ef 
lading form used by Consolidated, are cemfusing. They are also incensistent 
with the contentions of the parties that Consolidated is a common carriers. W 
conclude from all the facts that Consolidated is a common carrier". To dis- 
tinguish the Kerr case and the Conselidated Olympic Line case, the Commission 
feund that Conselidated underteek toward shippers the obligations of cemmen 
carriage and was therefore a carrier, but Kerr apparently did net. 

Anchor appears te have held itself out, se far ag the public is cen 
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cerned, 8 a common carrier, It advertised its schedule for the entire season 
for the k ships which were passed between companies. Its advertisements and 
shipping publication information all refer to Anchor Line service. While the 
evidence is not entirely clear the preponmderame of unrepudiated evidence 
shows that Anchor wanted to be known as the carrier of shippers’ goods tendered 
to it. 

No other evidence was introduced showing that Anchor was not a common 
carrier by water ether than the loading broker designation in its notices after 
the end of April 1958 and the statement by the conference secretary, The re- 
spondent merely sought te use claimed shertcomings in complainant's preefs to 
show absence of proef of such status. On the proefs offered we are convinced 
that Anchor is a commen carrier by water and wag required to file its agree- 
mats along with the other respondents. 

Respondent Ellerman's Wilson Line Ltd., was not shown to have offered 
service to the United States Great Lakes perts nor to have participated in any 
of the transportation rate fixing or joint services. Accordingly, this re- 
spondent has not been shown to have violated Sec. 15. Respondent Manchester 
liners Ltd. operated to Cleveland, Detroit, Milwaukee and Chicago and quoted 
the proposed tariff rates, but does not appear to have participated in any ef 
the jeint services through an exchange ef ships or cooperative sailing arrange- 
ments. Accordingly, this respondent has net been shown te have violated Sec. 15 
insefar as it relates te agreements for allotting ports, restricting or regulat- 
ing sailings and providing for exclusive, preferential or ceeperative arrange- 
mats. Of the remaining responients, all have yielated Sec. 15 insefar as it 
requires the filing of agreements relating to fixing or regulating transpertatien 


rites, Anchor Line, Itd., The Bristel City Line ef Steamships Itd., Canadian 


Pacific Railway Company, The Cunard Steamship Ce. tes Furness, Withy & Co. 
linited and The Ulster Steamship Company, Ltd. (Head/& Lerd line) have violated 
Sec. 15 insofar as it requires filing of agreements relating to the allotment 
f ports, the restriction or regulation ef the mumber and character ef sailings 
between ports and to cooperative working arrangements. 

The precise dates when any of the agreements complained of were made 
‘s not clear from the record. As regards agreements regulating transportation 
Mtes, it appears that full agreement on the use of the tariff must have been 
teached by April 1 in view of the date on the cover, its prior distribution and 
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the fact that all of the carriers! letters quoting identical rates were after 
such time, the first such letter being dated April 10, 1958. We establish 
April 1, 1958 as the date when the common carriers by water began to vielate 
the requirement as to the immediate filing of agreements regulating transporta. 
tion rates, 

The Anchor-Bristol City-Head & Lord Line agreement about departures 
and port calls seems to have become final at the latest by February 3, 1958 
when the Bristol City Line advertised departures under the arrangement in 
Lloyd's Loading List. Anchor and Head & Lord advertised in the Journal of 
Commerce February 22, 1958, with reference to the ships involved in the 
arrangment. The first closing date for any cargo was March 27, 1958 which 
would allow time to arrange the use of the four ships involved. We establish 





February 3, 1958 as the date when the aforesaid common carriers by weter began 
to violate the requirement as to the immediate filing of agreements relating 


to the allotment of ports, the regulation of sailings and to cooperative 





arrangments. 

The Canadian Pacific-Cunard-Furness agreement about departures and 
port calls mst have become final at the latest by February 18, 1957 when the 
Liverpool Journal of Commerce carried notices both by Furness separately ani 
by Canadian PacificCunard-Furness jointly. Joint notices of the service in 
question herein appear in several publications thereafter. Existence of the 
understandings is confirmed by the Furness report to its stockholders, Con 
tinuation of the service for the 1958 season is contained in a joint announce- 
ment dated March 1, 1958, subscribed by these carriers among others. We estab- 

18, 1957 as the date when the aforesaid common omviere Wy wits 
_began to violate the requirement as to the immediate filing of agreements re~ 
lating to the nt of s, the regulation of sailings and to cooperative 





arrangements. 
The aforesaid respondents which have violated Sec. 15 are liable to 
penalties as provided in the last paragraph of Sec. 15. The facts and finiings 


herein shall be referred to the Department of Justice for appropriate action. 


By the Board. ° | 


Thomas Lisi 
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ORDER 


} 
At @ Session of the FEDERAL MARITIME BOARD, held at its office in Washington, 
D.C., on the 23rd day of January , 1961. 


No. 833 
Maatschappij pene N.V. (Oranje Line) 
et al 
Ve 


Anchor Line Limited, et al 


This proceeding having been re~opened by the Board on its own motion, 
and having been duly heard and re-submitted by the parties, and full investie 
gation of the matters and things involved having been had, and the Board on 
the date hereof, having made and entered of record a report stating its con- 
clusions and decision thereon, which report is hereby referred to and made 
a part hereof; 

It is ordered, That respondents Anchor Line Limited, et al be and 
they are hereby notified and required to hereafter abstain from the actions 
herein found to be in violation of Sec. 15 of the Shipping Act, 1916, as 
amended; and 

It is further ordered, That these proceedings be, and they are 


hereby discontinued. 


By the Board. o eee 
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Mr. Materz. Mr. Daly, has it been called to your attention that lead, 
copper, and zinc from Mexico moving to European ports through gulf 
— and particularly through Brownsville, Tex., are not covered 
ny the tariff of the gulf to the European Continent ? 

Mr. Wittam Daty. Yes, it was. 

Mr. Materz. And has it been brought to your attention that the 
members of the Gulf-European (¢ ‘onference, inc luding Cunard, have a 
secret gentlemen’s agreement to maintain the conference tariff rates 
on this Mexican copper, lead, or zinc, as the case may be ? 

Mr. Witutam Davy. A secret gentlemen’s agreement ? 

Mr. Maerz. Yes. Has that been brought to your attention / 

Mr. Witu1am Day. Yes, the matter came up some time ago, I think 
at the time of the movement, it was looked upon as a transaction be- 
tween one foreign country and another foreign country moving 
through an American port. And I think at that time, if my recol- 
lection is correct, it was considered that it was not necessary while 
the movement was on, to record it with the Federal Maritime Board. 
And as to the quotation of the rates, I am not at all sure what was 
the range on that. 

Mr. Matetz. It was brought to your attention that there was a 
gentlemen’s agreement between members 

Mr. Witii1am Daty. I didn’t say that, sir. I didn’t say that it was 
brought to my attention that it was a gentlemen’s agreement. But I 
do recall the specific movement of the cargo to which you referred, 

Mr. Maerz. May I, sir, direct your attention to a document dated 
November 10, 1953, captioned “Cunard 7-31A”, together with a doeu- 
ment dated December 2, 1953, captioned “Cunard 7-35A” 

Mr. Witi1aM Datry. Yes, sir. 

Mr. Maerz. Had you seen these documents before this morning ? 

Mr. Wiuu1am Daty. No, sir, I hadn’t seen either one of these before 
this morning. 

Mr. Maerz. This document, November 10, 1953, reads in part. as 
follows, does it not, beginning with the second paragraph—by the 
way, this isto Mr. P. France in London. 

Who is Mr. France? 

Mr. Wiix1aM Daty. He was in the freight department. 

Mr. Maerz. The second paragraph : 

Your comments with respect to Anglo-Metals are interesting for when I dis- 
cussed the question of lead shipments with Mr. Bien of American Metals it was 
quite obvious that he was well aware that lead from Mexico moving in bond 
over the Texas ports was technically free of conference control, but requiring 
the option of continental delivery as well as United Kingdom he did not actually 
offer any firm business so we did not pursue the subject of lead. However, it 
leads me to believe that the information you picked up is correct and | am 
pursuing the matter with the Gulf Conference in a general way since the 
arrangement there provides that while lead is technically open, Mexican copper 
is the only one specifically governed by the tariff. The lines have a gentleman’s 
agreement to maintain the tariff rates on this Mexican copper, or lead, or zine 
as the case may be. 

Directing your attention, sir, to this letter of December 2, 1953, 
this is to your New York office, is it not ? 

Mr. Wititam Daty. Yes, sir. 

Mr. Maerz. Funch, Edye. 

Mr. Wi111aM Daty. Yes. 

Mr. Maerz. Do you have that document, sir ? 
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Mr. Witi1Am Daty. Yes; Ihave. 
Mr. Maerz. The third paragraph reads in part as follows, does it 
not: 


The background of this matter is the fact that American Metals have been 
shipping Mexican lead on Armement Deppe Line vessels and Holland-America 
Line vessels to continental European ports with a London option. Since zinc 
and lead is of Mexican origin and moves in bond, it is technically not subject to 
the Gulf/United Kingdom tariff rate; however, the lines have a gentlemen’s 
agreement among themselves that the tariff rate will be observed. As you know, 
neither Armement Deppe nor Holland-America Lines are members of the Gulf/ 
United Kingdom Conference, but there is a further gentleman’s agreement that on 
any cargo transshipped at a continental European port for a United Kingdom 
port the Gulf/United Kingdom Conference rates will be observed. 


Did I read that correctly, sir ? 

Mr. Witu1AM Day. Indeed. 

Mr. Maerz. In other words, the second letter makes reference to 
two gentlemen’s agreements, does it not ¢ 

Mr. Witi1am Daty. It does indeed. 

The CHarrman. At this juncture, the Chair notes that on May 12, 
1960, pages 1330 to 1335, part 2 of the present hearings, testimony was 
presented by an official of the Holland-America Lines supplemented 
xy detailed documentary information dealing with these same gentle- 
men’s agreements. The Chair wants to ask counsel as to whether the 
Federal Maritime Board and/or the Department of Justice have in- 
stituted any investigation of this secret unfiled agreement. 

Mr. Maerz. Mr. Chairman, to our knowledge, no such investigation 
has been instituted as of the present date. 

The CuatrMan. If that is the case, that no such investigation has 
been instituted, counsel is now instructed to communicate with the 
Federal Maritime Board and the Department of Justice and report 
back in 1 week as to what, if any, action has been taken by these 
agencies. 

The Chair deems it incumbent upon these agencies to act expedi- 
tiously in this very important matter. 

(Subsequently the FMB supplied the information which follows :) 


FEDERAL MARITIME BOARD, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., March 23, 1961. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, 
Washington, D.C. 


Dear Mr. CELLER: During the hearings of the Antitrust Subcommittee held 
on March 7, 1961, in connection with its investigation of the steamship industry, 
you inquired (at pp. 3198-3199 of the transcript) as to what action, if any, had 
been taken by the Federal Maritime Board and the Department of Justice with 
respect to two matters referred to during the testimony of Mr. A. A. Van L. 
Maas of the Holland America Line on May 12, 1960. The references appear at 
= 1330-1337 of part 2, volume II of the printed record of the subcommittee’s 
earings. 

The first of these matters is an agreement between members of the Gulf/ 
French Atlantic Hamburg Range Freight Conference that they will adhere to 
the conference tariff rates with respect to cargoes originating in Mexico, moving 
inbound from origin to a U.S. gulf port, and there transshipped to a French 
Atlantic-Hamburg range destination. Since the conference agreement by its own 
express terms does not apply to cargo originating outside of the United States, 
the question is raised whether such a price-fixing agreement if unapproved is a 
Violation of section 15, Shipping Act, 1916. 
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The General Counsel of the Board has ruled that the above agreement does 
not violate section 15. A memorandum of law discussing this question is 
attached hereto. 

The second of these matters is an agreement by members of the Gulf/French 
Atlantic Hamburg Range Conference that, on cargo carried by them for trans- 
shipment to United Kingdom destinations, they will observe the rates established 
by the Gulf/United Kingdom Conference for direct carriage between these 
points. The testimony on this matter consists substantially of Mr. Maas’ as- 
sertion to the effect that he did not remember such an agreement. Mr. Maas at 
one point asked to see the relevant documents, to which the subcommittee counsel 
replied (p. 1336) : 

“You won't see it in a document, Mr. Maas, there will be further testimony 
on this question. But I am just asking you now if you can recall such an 
agreement.” 

The witness reiterated his assertion that he could not recall such an agree 
ment, and at the end of this line of questioning, the documents previously referred 
to therein were offered for the record. Thereupon, the chairman stated that 
(p. 1337) : 

“* * * at this time there will be referred to the Department of Justice and 
the Maritime Board all matters brought out here at this hearing concerning the 
Gulf/French Atlantic Hamburg Range Conference, the Gulf/Continental Confer- 
ence, and the Gulf/United Kingdom Conference.” 

This testimony was reviewed upon submission by the Board’s staff, and the 
related documents of record were carefully perused. The staff in reviewing this 
matter did not find sufficient evidence in the record to support a conclusion that 
such an unfiled agreement was in existence. White some reference to the 
Gulf/United Kingdom trade was made in the documents referred to in the 
course of this portion of the hearings (see pp. 1375-1377), the reference is 
unclear, and appears to relate to cargo of Mexican origin. A search of such 
materials in the Board’s files as might be relevant to this matter was also 
conducted, but it disclosed no material indication of such agreement. The con- 
clusion was therefore reached that no formal investigative proceedings would be 
appropriate but that developments in these trades should be watched. 

Sincerely yours, 
TuHos. EB. STAKEM, 4 
Chairman/ Administrator. 


MEMORANDUM OF LAW 


During recent hearings of the Antitrust Subcommittee of the House Judiciary 
Committee, reference was made at pages 1330-1337 of the printed record to a 
possible violation of section 15 by members of the Gulf/French Atlantic Hamburg 
Range Freight Conference. The question is raised whether section 15 of the 
Shipping Act applies to the situation disclosed in the testimony. 

The conference agreement of the Gulf/French Atlantic Hamburg Range Freight 
Conference (hereafter called the ‘“Conference’’), approved by this agency, de 
clares that the agreement does not apply to commerce originating outside of the 
United States and moving through a U.S. port under a through bill of lading or 
in bond. Notwithstanding this provision, the conference tariff provides that 
traffic originating in Mexico and moving overland under a through bill of lading 
or in bond for shipment from a U.S. port is subject to the rates of the tariff. 
Realizing that this item was outside the scope of the conference agreement, and 
apparently not otherwise binding upon them, the conference members appear 
to have entered into a “gentlemen’s agreement” to adhere to this tariff provision. 
This “gentlemen's agreement” was not filed with, or approved by, the Board. 
The purpose of this memorandum is to explore whether the failure to file this . 
“gentlemen’s agreement” constitutes a violation of section 15 of the Shipping 
Act, 1916. 

Whether a shipment is subject to the act depends upon the essential character 
of the movement, Shipping Act, 1916, section 1. The fact that the shipment 
travels on a through bill of lading or in bond is not determinative, although 
these are common incidents of through shipments, and their presence or absence 
may be important evidence of the intention with which a shipment was made, 
when the intention is in issue. Sowthern Pacific Terminal Co. vy. I.C.C., 219 
U.S. 498 (1911) ; Ohio R.R. Commission v. Worthington, 225 U.S. 101 (1915); 
Texas & New Orleans R.R. Co. v. Sabine Tram Co., 227 U.S. 111 (1913); 
Comella v. Delaware, L. € W. R. Co., 201 1.C.C. 529 (1934). But where it is 
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admitted that the shipments were intended from their inception to be destined to 
their particular ultimate destinations, these incidents are without legal sig- 
nificance as bearing on the character of the traffic. Baltimore ¢ Ohio South- 
western R. R. Co. v. Settle, 260 U.S. 166 (192). 

For the purposes of this discussion, it will be assumed that the essential 
character of shipments covered by the “gentlemen’s agreement” is such that they 
originate in a foreign country and are destined for a foreign country, but are 
routed for a portion of their overland travel within the United States and are 
to be lifted at a U.S. port for oversea movement. The shipments are under bond 
in the United States and are not intended to be taken out of bond while in the 
United States, or are booked and carried under a through bill of lading providing 
for ocean transport to a foreign port. As to other shipments, where the intent 
is questionable, the legal consequences might be different. 

The jurisdiction of the Board over shipments moving through U.S. ports is 
derived from and limited by the Shipping Act, 1916. Reliance Motor Car Co. v. 
Great Lakes Transit Corp., 1 U.S.M.C. 794, 796 (1988). 

The preamble to the Shipping Act, 1916, states in pertinent part that a purpose 
of the act is “to regulate carriers by water engaged in the foreign commerce of 
the United States.” Section 1 of the act states: 

“The term ‘common carrier by water in foreign commerce’ means a common 
carrier * * * engaged in the transportation by water of * * * property between 
the United States * * * and a foreign country, whether in the import or export 
trade.” 

While the terms “import and export trade” are not further defined in the 
statute, their ordinary meaning denotes goods originating in a foreign country 
and destined to the United States, and vice versa. Ordinarily, when we speak of 
goods being “imported,” we have in mind their receipt in the United States for 
consumption or resale by an importer in the United States. Likewise, “ex- 
ported” goods are usually thought of as goods which originate in the United 
States, and which are shipped abroad in furtherance of the commercial activities 
of an exporter in the United States. The thrust of the Shipping Act is to protect 
U.S. shippers and consignees, whose ability to buy and sell goods will be affected 
by the practices of common carriers. 

The shipments herein under consideration are not imported or exported in the 
ordinary sense of those words. The shippers and consignees of those goods, the 
persons interested in the practices of the common carriers by water who trans- 
port the goods, are located either in Mexico, on the one hand, or in another 
foreign country, on the other. It is unlikely that Congress, in enacting the 
Shipping Act, intended to extend regulatory jurisdiction over such shipments, 
and it is difficult to conceive of any reasonable regulatory’ interest which this 
Government would have in such goods. 

This conclusion is consistent with the holding of the Maritime Commission in 
Restrictions on Transshipments at Canal Zone, 2 U.S.M.C. 675 (1943), where 
jurisdiction was asserted over the filing of agreements among carriers operating 
between South America and Cristobal, Panama. The Commission stated at 
678-679 : 

“The transportation in question does not end at Cristobal. It is through trans- 
portation from Colombia and Ecuador to United States ports on the Atlantic or 
gulf. When the lines operating up to the canal enter into the carriage of com- 
merce of the United States by agreeing to receive the goods by virtue of through 
bills of lading, and to participate in through rates and charges they thereby 
become part of a continuous line, not made by consolidation with the on-carrying 
lines, but made by an arrangement for the continuous carriage or shipment from a 
foreign country to the United States. Cincinnati, N.O. & T.P. Ry. C. v. Inter- 
state Commerce Commission, 162 U.S. 184, 192. Clearly, therefore the former, 
being part of the continuous line over which the through traffic moves, are 
‘engaged in the transportation by water of * * * property between the United 
States * * * and a foreign country.’ Norfolk & Western R.R. Co. v. Penn- 
sylvania, 136 U.S. 114, 119. Indeed, they are no less a factor in such transporta- 
tion than the on-carrying lines.” 


1This is not to say that this Government would have no interest at all in such goods. 
Since they pass over land under the sovereignty of the United States, we would be pecoeey 
concerned with their movement in certain respects. Thus, if the goods were inherently 
dangerous, the United States could properly impose limitations on their movement ; like- 
Wise, the movement would be subject to such controls as are needed to insure that the 
goods are not diverted into other channels 
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The rationale of this holding is that, because the agreements there under 
consideration affect shippers and exporters of goods in the United States, such 
agreements are subject to U.S. regulatory jurisdiction. The position 
of the United States in that case is analogous to the position of Mexico in the 
matter herein under consideration, that is, even though a foreign-to-foreign moye- 
ment was involved, the country of ultimate destination or origin could legiti- 
mately exercise regulatory jurisdiction if the movement is clearly a through 
movement. The fact that Mexico could assert jurisdiction over these shipments 
does not mean that we could not; for there is concurrent jurisdiction, to some 
extent, in more than one nation over all international commerce. However, the 
reasons underlying the Commission’s assertion of jurisdiction in the Canal Zone 
case do not exist here, because the through movement only incidentally touches 
the United States, and neither originates nor terminates here. 

The nonapplication of the Shipping Act to the movement in question makes 
its coverage somewhat similar to that of the Interstate Commerce Act. As 
originally enacted, section 1 of the Interstate Commerce Act, 24 Stat. 379, pro- 
vided : 

“That the provisions of this act shall apply to any carrier or carriers engaged 
in the transportation of passengers or property * * * from any place in the 
United States to an adjacent foreign country or from any place in the United 
States through a foreign country to any other place in the United States, and 
also to the transportation in like manner of property shipped from any place 
in the United States to a foreign country and carried from such place to a port 
of transshipment; or shipped from a foreign country to any place in the United 
States and carried to such place from a port of entry either in the United States 
or any adjacent foreign country.” 

Thus, Congress made clear its intention that the regulation of common car- 
riers by land in foreign commerce should extend to only such movements as 
originate in or are destined to the United States. The Shipping Act was gen- 
erally similar to the Interstate Commerce Act in its purposes. Like the Inter- 
state Commerce Act, it was mainly designed to protect shippers and consignees 
in their relations with common carriers. In construing the jurisdictional lan- 
guage ‘import or export trade” in the Shipping Act, it is appropriate to look 
for guidance to the original jurisdictional language of the Interstate Con- 
merce Act. There appears to be no sound reason for construing the coverage 
of the former any more broadly than that of the latter.’ 

It is my conclusion *® that the regulatory scope of the Shipping Act does not 
apply to agreements fixing rates on cargo, originating in Mexico, and destined to 
another foreign country, where the goods move overland under a through bill of 
lading or in bond from origin in Mexico to a U.S. port for transshipment to 
destination. 


Mr. Materz. Mr. Chairman, at this Fora may I offer for the record 
the documents pertaining to this matter ¢ 

The Cyaan. They will be received. 

(The documents referred to follow :) 


2The present sec. 1 of the Commerce Act, 49 U.S.C. 1, provides: ‘That the provisions 
of this [Act] shall apply to common carriers engaged in * * * the tranapcieation of 
passengers or property * * * from one State or Territory of the United States, or the 
District of Columbia, to any other State or Territory of the United States, or the ‘District 
of Columbia, or from one place in a Territory to another place in the same Territory, or 
from any place in the United States through a foreign country to any other place in the 
United States, or from or to any place in the United States to or from a foreign country, 
but only insofar as such transportation takes place within the United States.” 

Under the present provisions of sec. 1, as amended, “Transportation from a foreign 
country through the United States to a foreign country is not within the jurisdiction of 
the Commission * * *.” “Jron Ore from Norfolk, Va., to Toledo Dock, Ohio, 291 I.C.C. 
93, 94, and the congressional intent to limit jurisdiction to shipments originating in or 
destined to the United States remains unchanged. 

*See also memorandum of General Counsel to Chief, Regulation Office, on this subject 
under date of July 22, 1954. That memorandum expresses the same conclusion as that 
expressed herein, and sets forth reasoning which is applicable in the instant case. 
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November 10th 1953. 


Mr. P. France, 

The Cunard Steam-Ship Company Ltd, 
88 Leadenhall Street, 

London, E.C.3, England, 


S2ea8¢8R2028 F282 


Dear Percy’ 
LEAD 


Many thanks for your letter of October 29th outlining 
the situation as you found it after you had called on the 
potential lead importers. 


Your comments with respect to Anglo-Metals are 
interesting for when I discussed the cuestion of lead shipments 


with Mr. Bien of American Metals jit was quite ree that he 
was well aware that lead from Mexico moving in over the 
aqu the option of Continental delivery ag well.aal.K. he 


did not actua. offer any rimm Business so we did not pursue 
he subject of lead. However, it leads me to believe that the 
formation you picked up 18 correct and { am pursuing the 
matter with the G Onference in a general way Since the 
\arrangement tnmere provides that wile Lead Te Leemiicarty open, 
Mexican Copper is the o one specifia governed b " 
ariff. e es have a gentleman's agreement to maintain the 
rates on s Mexican copper, or aac re the 
rse-Tay be. However, Ame An Me S are We Bridly and 
Wosequently they have come through with an offer of 1000 tons 


of zinc, but unfortunately our ship was out of position. They 
have made a similar offer here at New York but now with the 


ANDRIA messed up we shall probably lose that also. 


SCmoer OT FT ats @ ? 


— 


Since writing you, we have been successful in securing 
1000 tons of lead in the MANIPUR from the American Smelting & 
Refining Company on the basis of Liverpool/Manchester/London 
option, although it is anticipated that the bulk of the 


, * reer =e 
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lead will be taken out at London. [I still feel that the cdmtro] 
of this lead lies with the consignees byt on these movements of 
soft metals wh:ch are so internaticnally involved, it is more 
difficult to pin anyone dow definitely. In wiew of the fact, 
however, that the units for shipment are in accordance with the 
exchange recuirements I still feel that the consignees have a 
great deal to say end it would be wise therefore to keep in 
contact with them, as was the case with Corn Products. Although 
the London house in this case is apparently a wholly owned 
subsidiary the shipment is being sold by the parent company to 
the subsidiary f.o.b. steamer .ith the routing technically in 
the hands of the subsidiary. Also you will appreciate that in 
this trade we are new and many of the shippers naturally while 
being friendly to us, will support the older established Lines 
and it .1ill take quite a bit of effort on our part to get t 

to think of us regularly, although the bigger shippers will 
obviously share their traffic with all concerned, 


Now that Lykes and Harrisons have lost their monopoly 
of Raw Commission cotton, it is very likely that the bulk 
arrangement between Lykes and Harrisons, which has had mich 
adverse criticism, may well be finished. On Corn Products 
Harrisons clain that they have this business in hand and have 
been protesting vehemently the Corn Products attitude here in 
booking 1000 tons with us. 


As perhaps might be expected under existing circun- 
stances, reading of your report surely indicates that very 
little canvassing is being done for the eastbound service, where- 
as pre-war it would be pretty much the other way. In view of 
the gradual easing of restrictions which more or less seems 
inegitable, do the canvassers on their rounds give much thought 
to eastbound traffic, taking advantage of Leing in the 
neighbourhood to make an eastbound call, or is time too short 
to permit this. Irrespective of the terms of sale, we have 
always found the shi-pers quite prepared to follow the wishes 
of the consignees and in thésehighly competitive times any 
successful efforts on your part certainlymy dividends. 


Thanks for what you have done, I shall let you mow 
what we work out, if anything, on the lead but I cannot help 
but feel there is more in this than meets the eye. 


Kind regards, 
Yours sincerely, 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 97 


EEO'CsREB 
AIR MAIL Noveuber 30th, 


Funch, Edye & Co. Inc. 
1002 Asnerican Benk Building, 
New Grlcans 12, La. 


Attention: Mr, J, D. Kriel “~~~. 


— 


We were very cisappointed to have you 
ccnfirm to us last Friday tist your Gulf/U.K. 
Conference aave recuced tae rate cn lead and gine 
te $11.00 per ton effective Lvecember lst. we 
Would appreciate tiie full reasons for this acticn 
wich not only represents a 20% reduction in the 
raté and revenue, Sout very likely will have repere 
cussions froc tac North Atlantic anc Canada as well, 


Dear Sirs:- aS 


We ars moving limited amounts of gine 
from here at £15.00 and certainly felt 4 rate of 
£13.75 from the Gulf wes fair and equitable and 
froa our point of view uas been no deterrent in 
arrenging sizable bockings such as the 2000 tons 
placed in PACIFIC STRULGHULD. Naturally we shall 
nave tc give tae Ancrican detals the benefit cf the 
reduced rate since arranged. 


It would also appear taet Lyres Brothers 
tock the opp. rtunity ef providing a very fast service 
in postiig the interested New York shippers and Breners 
on the reduction, which prompted our message to you. 

Yours sincerely, 


THE CUNARD STEAM-SHIP COMPANY LIMITED 


ccs Mr. L. Tighe, 
F/E & Co., N.Y. 
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*. ©. r@nm ate am m. ©. 
‘ 


' « cage aopress “FUNCH” CODES NEW BOE. BENTLEYS. BCOTTS torn. LommanRD, perm, 


Tocladanse D 


The Cunard Steam-Ship Company, Limited, </ 
25 Broadway, Attention: Mr. E. E. 0! 
New York 4, | Assistant General Freight 
New York. 


Dear Sirs: Vy NT SS 


Sala 
Please permit this to refer to your Tetter of November 30th. 
regarding a reduction from $13.75 to $11.00 per ton on zine and lead, 
per Conference action of November 27th, ray 


™ 


This reduction was a result of a request received from Mr, 
J. A. Sheehan, Assistant General Traffic Manager of the American Smelting 
& Refining Com New York, to inmediately reduce the rate to thé same 
basis as “kntuerp/Rotterdan, that is $11.00 per ton of 22407, 

The ‘iicaletboad of this matter is the fact that American Metals 
have been shipping Mexican lead on Armement Deppe Line vessels and Holland- 
America Line vessels to Continental European ports with a London optio 
zinc and —— is of a n origin add moves in bond, it is technically not 

: or edop however, the Lines haveva 
enselves that the tariff? mar Be observed. 
omen i Bere nok Hollen America Lin o Tene 
ry ro further ¢ entieme s Keree~ /// 
oped Inental European po or & 
U ed Kingcom Conference rates will be observed. 
nd lead Armemen Deppe anc -Holiend=America had 
a technical excuse for not observing the Gulf/United Kingdom Conference rate, 
and we further understand that Armement Deppe gambled on their shipments being 
declared mostly for Continental ports, but on three parcels a total of 2400 
tons of American Metals lead was declared for London which Deppe had to 
tranship at a cost of between $4.00 and $5.00 a ton. 


It was evident that American Smelting & Refining Company was at 
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a disadvantage in observing the Gulf/United Kingdom Conference rates 
where their competitors American Metals were obtaining the benefit of a 
$11.00 rate to London on any metals shipped on the Deppe and Holland- 
America Lines when London was declared out of the optional range. 


At the meeting on the morning of November 27th., a motion 
was made to immediately reduce the lead and zinc rate to $11.00, and we requested 
that our vote be deferred until the afternoon in order to give us an oppor- 
tunity to discuss this with you and to see if there was not some way of retain- 
ing the $13.75 rate on the metal booked by American Metals for the "PACIFIC 
STRONGHOLD", However, Lykes and Harrison advised that they also had conmit- 
ments for November and December on which they would suffer a loss, and as a 
compromise instead of making the reduction effective immediately it was 
moved that it be made effective December lst. lLykes, Harrison and Ropner all 
voted in favor of this motion; and since the action had passed we could see 
no advantage in holding out further, and we, therefore, cast our vote with 
the other Lines, since we considered if we had held out our competitors would 
likely advise the American Smelting & Refining Company that we were opposing 
the reduction. You will recall that they did likewise in the case of the corn 
starch reduction. We also note that Lykes passed this information along to 
New York people within less than one hour after the meeting was adjourned. We 
shall have to endeavor to do likewise in the future in cases where rate 


reductions are of particular interest to your New York friends, and shall 
watch this feature. 


JDK/MIR. 


ec - The Cunard Steam-Ship Company, Limited, Liverpool. 
cc = Mr. L. F. Tighe, New York. 
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Mr. Meterz. Mr. Daly, may I direct your attention to a letter dated 
April 21, 1953, from the New York office of Funch, Edye to that con- 
cern’s New Orleans office, captioned “Cunard 1-4”? 

Mr. WituiaM Daty. Yes, Mr. Maletz. 

Mr. Maerz. The last paragraph of that letter, Mr. Chairman, 
reads as follows: 

We understand that there is some form of private agreement with the rosin 
shippers but as this is not, we believe, filed with the Commission, it is quite 
certain that this would not stand up. As soon as we have received further in- 
structions from the Cunard Steam-Ship Co., Ltd., we will be advising you 
accordingly. 

Would you enlighten the committee as to the nature of this private 
agreement to which your subsidiaries made reference / 

Mr. Witu1am Daty. I don’t know of it, sir, I don’t know of any 
private agreement that would be referring to it. Could I read the 
other part of the letter? 

Mr. Maerz. Yes, indeed. 

Mr. Wiru1am Daty. I don’t know anything about it, Mr. Chair- 
man. It is written by the president of Funch, Edye to his own office, 
referring to just what you have read, but I know nothing about it, 
although I see there is a copy of this addressed to me. 

Mr. Matetz. Mr. Chairman, may I suggest that Mr. Daly supple- 
ment the record with all additional information pertaining to this 
private agreement with the rosin shippers ¢ 

Mr. Wiuu1am Daty. Thank you. 

(Subsequently, Cunard supplied the information, which appears 
at pp. 113-118.) 

Mr. Materz. And may I offer this document for the record ? 

The CuarrMan. Yes. 

(The document referred to follows :) 














he 
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we 
«roam are — /UNCH” - CODES: NEW BOE, BENTLEYS. SCOTTS 10TH, LOMBARD, PENTA. 
' s' 
apore® . 
cases 


(MCOR POMaTE 


oo emily Agents Lh Brokers 
fe. 25 Preadway 


Nat Yorh4NY 


Vie Air Mail April 21, 1953 


Sench Gye Vo 





Funch, Edye & Co,, Inc. 
1002 American Bank Bldg, 
New Orleans 12, La, 


Gentlemens 


Thank you for your telegram of April 17th and also your 
letter of the same date enclosing copy of letter dated April 17th 
to the Cunard Steam-Ship Co,, Ltd. requesting them to withdraw 
their application for membership in the Gulf/United Kingdom Con- 


— 


ference, Gaited baeeees 





We have not had the oprortunity of discussing this with 
our friends in Cunard but pointed out to Mr. Borer on the telephone 
this morning that inasmuch as no contract system exists in the 
Gulf/United Kingdom Conference, as far as commercial freight is 
concerned we do not feel that there is any particular value in 


Q Conference membership, ‘ 





Yours very truly, 


TTR. 


President 


TIR: aj 
cc: Mr, Borer \ 


Mr, Daly 
Mr, Tighe 


70300 O—61—pt. 3, vol. 1——9 
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The CnarrMan. And you will supply that information ? 

Mr. Witu1am Dany. Yes, sir. 

May I draw attention to the fact that this apparently also involved 
a telephone conversation with Mr. Borer who, ee the way, is retired, 
he lives in Florida. 

Mr. Maerz. Mr. Daly, has it been called to your attention that 
the former chairman of the Maritime Board, Mr. Clarence Morse, 
testified before this committee on October 13, 1959, that concerted 
action by members of the conference to reduce their rates for the spe- 
cific purpose of destroying outside competition would be a violation 
of the Shipping Act ? 

Mr. Wixu1am Dary. I remember something to that effect; yes, sir, 

Mr. Marerz. And was it called to your attention that Mr. Morse 
also testified that if a conference made a rate reduction for the pur- 
pose of destroying outside competition, such activity would be detri- 
mental to the foreign commerce of the United States and would be 
justification for the Board to terminate its approval of a conference 
agreement ¢ 

Mr. Wiiur1Am Day. Yes, sir. 

Mr. Materz. Now, do you recall that in January 1959 Cunard and 
other members of the North Atlantic/United Kingdom conference 
were deeply disturbed by the competition of the Mamenic Lines in 
that area ? 

Mr. Witu1am Daty. Yes. 

Mr. Maerz. And do you recall that when Mamenic, for example, 
booked lard at $1 per hundred pounds, Cunard and other members of 
that conference agreed to reduce the lard rate to 55 cents per hundred 
pounds? 

Mr. Witx1am Daty. I remember that. 

Mr. Maerz. And was this reduction made for the specific purpose 
of driving Mamenic out of the North Atlantic trade? 

Mr. Wiiu1aM Daty. No, sir. 

Mr. Maerz. I would like to direct your attention to some docu- 
ments. Would you refer to a series of teletypes, Cunard 7-66, 7-68, 
7-77, 7-84, 7-86A, 7-86B, 7-88A, 7-88B, 7-90, and 4-21. 

Would you examine those documents, Mr. Daly, and after such 
examination I will repeat the question which I previously asked you. 

Do you have those, sir? 

Mr. Wiiu1am Daty. Yes. 

Mr. Maerz. Have you had an opportunity to read them ? 

Mr. Wiiu1aMm Daty. I think I have, Mr. Maletz. 

Mr. Maerz. May I repeat the question. 

Was this reduction made for the specific purpose of driving Mame- 
nic from the North Atlantic trade? 

Mr. Wixu1am Daty. I don’t believe it was despite the correspond- 
ence here,sir. It does refer to driving them from the berth. 

Mr. Maerz. Does the correspondence indicate that this reduction 
was made for the specific purpose of driving Mamenic from the North 
Atlantic trade? 

Mr. Witu1am Day. That is what the correspondence refers to, Mr. 
Maletz. I can’t accept it, though. These are not unusual things to 
happen in the life of operation on a berth. And it is the same old 
story, once you have been at it for years and years and somebody 
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comes and cuts your rates, there is only one thing to do, and that is 
to meet the competition when it comes along. And, really, if there is 
any driving from the berth, Mr. Maletz, of this character, that driv- 
ing is done by the shippers themselves, because in truth what really 
happened is that the merchants who prefer, and much prefer, a 
regular fast service on a berth, continue with an outside line just as 
long as they want to, the conference lines find a level of rates which 
meet the competition, and after that obviously the shipper goes back 
to what he prefers. And it is he who books his cargo, and if he books 
it with the conference, Mamenic or whoever else it might be has no 
encouragement to stay on the berth. 

Mr. Maerz. You were indicating what industry practices have 
been. My question is, does this correspondence make it clear that the 
specific purpose of this rate reduction was to drive Mamenic from 
the North Atlantic trade? 

Mr. Witu1am Day. The wording speaks for itself, sir. 

Mr. Maerz. All right. 

Does the wording make it clear that the purpose was to drive 
Mamenic from the trade? 

Mr. Tuomas Datry. Again, I don’t like to interrupt, but it speaks 
for itself. 

The CHarrman. Let him express himself any way he wishes, 
anyway. 

Mr. Maerz. Mr. Chairman, in order to get this in context, may I 
read a few excerpts from this correspondence ? 

The CuHatrMan. Yes. 

Mr. Maerz. The 7-66, Mr. Daly. 

Mr. Wiuii1am Daty. Yes. 


Mr. Maerz (reading) : 
But we feel that if they are to be driven from berth— 
referring to Mamenic— 


something less must be quoted by conference for limited period say end February. 


The next document, 7-68, refers to that previous cable, 7-77, a tele- 
type dated January 20, 1959: 
At special meeting of conference lines today general feeling was that only 


effective action will discourage Mamenic and to accomplish this lard rate should 
be dropped to 55 cents— 


7-84— 
Most reluctant agree 55 cents but if you feel this only effective conference action 
prevent Mamenic establishing service must leave matter to your judgment. 
7-86A— 
Agreed that it was necessary to establish a realistic rate in order to make it un- 
profitable for the nonconference competition to continue in the trade. 

January 22, 1959, this is from Cunard in New York to Cunard in 
England. Did you see this letter before January 22, 1959? 

Mr. Witu1am Day. What number is that, please? 

Mr. Maerz. 7-88A. 

Mr. Witu1aM Daty. Yes. 
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Mr. Maerz. And the last paragraph on page 2: 


We certainly hope the action taken by the conference will be beneficial and 
serve notice on Mamenic that the lines are not prepared, under any circum- 
stances, to see them come on the United Kingdom berth. 

Had you seen this letter before ? 

Mr. Wiiu1aM Daty. No, sir. 

Mr. Materz. This isin January 1959. 

Mr. Wui1aM Daty. Yes. 

Mr. Materz. And it is signed by Cunard in New York. 

Mr. Wri1am Daty. Yes. 

Mr. Maerz. Now, would that indicate what the purpose of this 
rate reduction was? 

Mr. Witu1am Daty. It certainly states it. 

Mr. Materz. Asstated by your office ? 

Mr. Wiiuram Dany. Yes. 

Mr. Maerz. And what was that purpose? 

Mr. Wiuii1am Daty. “The lines are not prepared, under any cir- 
cumstances, to see them come on the United Ringdom berth.” 

Mr. Maerz. And on January 27, 1959-——— 

Mr. Haynes. What is the number of that document ? 

Mr. Maerz. 7-90. 

Mr. Wiiuiam Daty. I have got that one. 

Yes, Mr. Maletz. 

Mr. Maerz. The last sentence, Mr. Daly, is: 

We sincerely trust that the action which the conference lines have taken will 
prove successful in the end in discouraging the Mamenic Lines from attempting 
participation in the North Atlantic/United Kingdom trade. 

Mr. Wriu1am Daty. That isa little milder, that one. 

Mr. Materz. Mr. Chairman, I will offer these documents for the 
record, and also note that previously at the hearings in New York 
testimony was also taken with respect to this same matter. 

The Cuarrman. This entire matter will be referred to the Federal 
Maritime Board and the Department of Justice. 

(The documents referred to follow :) 
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TO LPL 1/12 


743 DUE MAMENIC INTRUSION ON BERTH CONFERENCE LINES HAVE 

BEEN DISCUSSING LARD RATE STOP VEDBY LIFTED 14700 BOXES LARD 

AND MATHILDA DUE TO LOAD IS REPORTED TO HAVE BOOKED 30/50,000 

BOXES STOP MAMENIC RATES ARE BELIEVED TO BE 90 CENTS BUT WE 
ME 


FEEL THAT IF THEY ARE TO DE DRIVEN FROM BERTH SOMETHING 


LESS HUST BE QUOTED BY CONFERENCE FOR LIMITED PERIOD SAY END 


FEBRUARY THOUGH MAY HAVE TO GO 
ne ead . — SOAS SRNR panei 20a —— 
TO 75 CENTS MEANWHILE MANCHESTER LINES HAVE INSTRUCTED 
i aadeeeneenmemantetneneniammenaeinmaiaimedsieeenn a 


FURNESS HOLD TO 90 CENTS WHICH WE FEEL IS AN UNREALISTIC 
sec eA —— 


— 


APPROACH TO A SERIOUS THREAT ENDS 
— a 
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AIR MAIL 


JAN 1 6 1959 


THE CUNARD STEAM-SHIP COMPANY LIMITED 


D CUNARD WHITE STAR CUNARD Building, 


GENERAL b maEeeS orrice 


TELEGRAMS nemo LiveRPoo, 3 CHA/MEB ere 


UNARDSTAR LIVERPOOL.3° ~ 
TELEPHONE: LivERPORL CENTRAL 920)!. 


13th January, 1959, 


The Cunard Steam-Ship Company Limited, 
NEW YORK. 


Dear Sirs, 


We confirm to-day's exchange of cables as follows:- 


Yours: "743 due Mamenic intrusion on berth Conference Lines have been 
discussing lard rate. Vedby lifted 14700 boxes lard and 
Mathilda due to loud is reported to have bocked 30/50,000 bexes. 
Mazenic rates are believed to be e cents bub aa fag) that if 


ge less mst be quoted 


was 85 cents although may vs to rr ° cents neanwhile 
Manchester Lines huve instructed Furness hold to 90 cents which 


we feel is an unrealistic approach to a serious threat." 


Ourss "Your 743 whilst appreciate necessary for strong action consider 
present juncture unwise reduce rate as low as 85 cents even 
temporarily in view difficulty of reestablishing writing." 


As the rate has only recently reverted to *1.15, we feel it would be 


/[}] ved policy to go to the other extreme now by lowering it to 75 cents and 
' that we should not reduce it beyona 90 cents for the reason stated above. 


We have, since we last wrote, confirmed that the consignee is 

on Martin & Co. and the shippers Agar Packing Co. Manchester Liners, with 
whom we have been in touch over this, have subsequently taken the matter 
into their own hands this afternoon and approached Martins direct pointing 
out to them that they are breaking their contract by supporting Mamenic 
and timt the Lines, besides being prepared to meet them on the question of 
rates, can offer them & service they will nct get from outside. Whilst 
the traffic is routed in New York, as receivers, Martins are in a position 
to bring pressure to bear and after further discussions tomorrow we hope 
to know their decision about this when we will again write to you. 


os 


Yours faithfully, 


THE CUNARD i 
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WESTERN UNION JANUARY 23, 1959 
uT 


CUNARDSTAR 
LIVERPOOL 


U22 AT SPECIAL MEETING OF CONFERENCE LIWES TODAY GENERAL 
FEELING WAS THAT ONLY EFFECTIVE ACTION WILL DISCOURAGE 
tetas ettn eet: 
MAMENIG AND TO ACCOMPLISH THIS: LARD RATE SHOULD BE DROPPED 
OT ¥ 


2 
ES ns 


a 
TO FIFTYFIVE CENTS THROUGH [ARCH OTHCRWISE MARENIC WILL SIMPLY 
ee Se, ap Remco a auetaeneaiaeiniiiai 
BE ENCOURAGED TO BROADEN THEIR ACTIVITY he SOLICITING A ALL 
TTT I OE te 


ee 


COMMONITIES AT CUT RATES STOP Lings | RE MEETING “AGAIN TOMORROW 


ae ae ae EE emma 
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NEW YORK 1/21 FROM LIVERPOCL VIA TELEX 
YOUR : 
999, S98 OFF hiosr RELUCTANT AGREE FIFTY FIVE CENTS 


BUT IF U FEEL THIS ONLY EFFECTIVE CONFERENCE ACTION PREVENT 
MAMENIC ESTABLISIIING SERVICE MUST LEAVE 'ATTER TO YR 








HIR#I YALKER YR 816 
YY 
S FAMAGUSTA ACCEPTABLE ME 1/30. ENDS. 








o™ ee 


4 Seo >or = > 
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JANUARY 21, 1959. 


Tue CuNARD STEAM-SHIP CoMPANY LIMITED, 
Eastbound Freight Department, 
Cunard Building, Liverpool 3, England. 


DeaR Sirs: Since our Cable #755, and our letter of January 14, relative to con- 
signments of Lard moving by Mamenic Line, the Conference held a special meet- 
ing on January 16th, at which time all Lines, except Manchester Liners, agreed 
that it was necessary to establish a realistic rate in order to make it unprofitable 
for the non-Conference competition to continue in the trade. Furness cabled for 
authority to adjust rates as the situation demanded, and it was hoped that they 
would be authorised to go along with the rest of the Lines on this matter. 

Other commodities are also involved and to meet the growing threat Synthetic 
Resin was reduced to $1.20 per 100 lbs., Wet Hides $1.25 per 100 lbs., and Rags to 
$1.40 per 100 lbs. through April, while the grain rate of 42/6d. was extended 
through March. 

In the meantime, we understand that Mamenic have announced monthly sail- 
ings to the U.K. and in addition to the two charters mentioned in our cable of 
January 16th, they have added to this list the “Werner Vinen”’—7250 tons, 
13% k., and the “Charlotte’—8485 tons, 17k. 

With this information before us it was felt expedient that an emergency meet- 
ing be held yesterday to discuss further means to combat this intrusion in the 
U.K. business. After much discussion, it was the consensus of the Lines, that 
it was necessary to take drastic action and they proposed to reduce the Lard 
rate to 55¢ per 100 lbs. through March. The Conference is again meeting today, 
January 21st, to finalise this matter. 

We wish to confirm our cable of January 20th, reading as follows: 

“822. At special meeting of conference lines today general feeling was that 
only effective action will discourage Mamenic, and to accomplish this Lard rate 
should be dropped to fiftyfive cents through March otherwise Mamenic will 
simply be encouraged to broaden their activity by soliciting all commodities at 
cut rates. Lines are meeting again tomorrow.” 

In the meantime, we understand that Ellermans and Furness are cabling their 
principals and we shall keep you fully advised of any further developments 
today. 

Yours sincerely, 
Tue CunarD STEAM-SHIP COMPANY LIMITED. 


JANUARY 22, 1959. 
THE CUNARD STEAM-SHrIPp CoMPANY LIMITED, 
Cunard Building, 
Liverpool 3, England. 


Dear Strs: We thank you for your Cable No. 999, which is in reply to our No. 
822, and note that while you are reluctant to agree to a reduction in the Lard 
rate to 55¢, if this is the only effective Conference action to prevent Mamenic 
from establishing themselves in the U.K. service, you will leave the matter in 
our hands. 

The Lines again met on the morning of January 21st but, unfortunately, all 
were not in a position at that time to go along with these views. Furness re- 
ported that they had been in telephone communication with Manchester Liners 
and that they were not prepared to reduce the rate below 90¢, while Bristol City 
and Ellerman Wilson were awaiting further information on the matter of trans- 
shipment costs from London and Liverpool to their ports of destination. They 
were considering the possibility of quoting a slightly higher rate than the base 
rate of 55¢ to their ports, and needed the trans-shipment costs before reaching a 
decision. Consequently, no action was taken by the Conference at that time, and 
the Lines agreed to put the matter again before their principals. 

We are pleased to be able to advise that at a meeting held on January 22 all 
the Conference members were in agreement for a reduction to 55¢, to all ports, 
effective immediately, through the month of March, and our cable to this effect 
is hereby confirmed. 

During the various discussions which were brought out, Agar were reported 
as being the suppliers of the greater part of the lard and when our Chicago office 
advised them today of the cut they were, to say the least, almost flabbergasted. 
Previously, when the matter was discussed with them they denied any knowledge 
of this movement, although you indicate in your letter of January 13th that you 
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have confirmed the consignee to be J. Martin & Co., and the shippers Agar Pack- 
ing Co. We are unable to obtain any definite proof at this end but we would be 
most interested in receiving your further advices upon this matter of the attitude 
taken by J. Martin & Co., who you indicate are contractors but according to our 
records, are not signatories. 

You will be interested to know that the “Mathilda” is not due to arrive in New 
York until sometime tomorrow and will then sail via South Atlantic ports from 
Jacksonville about January 31st. 

We certainly hope the action taken by the Conference will be beneficial and 
serve notice on Mamenic that the Lines are not prepared, under any circum- 
stances, to see them come on the U.K. berth. Anything you can do to strengthen 
the hands of the Conference by contacting the lard receivers with a view to obtain- 
ing their signature to the Conference contract will be most helpful, and we also 
look forward to receiving any gossip that you may run across with respect to the 
action taken by the Conference and its repercussions in the market. 

Yours sincerely, 
THE CuNARD STEAM-SHIP CoMPANY LIMITED. 
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AIR MAIL 
THE CUNARD STEAM-SHIP COMPA LIMITED 
s 


CUNARD WHITE ’ AR | KINDLY QUOTE 
a] EF. §hH/iD 


ATLANTIC, EAST FREGHT fos ods eaten 


at (Simuanostan UveNroo. A in 
Telephone: LIVERPOOL, CENTRAL 9208 ' 
AW fp 
The Cunerd Steafi-Ship Co. 
General Freight € Department, 
NEW YORK. 
Dear Sirs, 


LARD 


have taken place in regard to the reduction in t 
rate for the avove commodity, which has n: reduced to 
55¢ per 100 lbs. through March by general consent. 


de note that Synthetic Resin was also reduced to 

/ $1.20 per 100 lbs, Wet Hides $1.25 per 100 lbs and Rags 
$1.40 per 100 los, through April, whilst the rain rate of 
42/6d was extended through March. 


onference 


ines have teken wi 


Yours faithfully, 


THE CUNARD ae LIMITED 
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AIR MAIL 


FEB 3 1959 


THE CUNARD STEAM-SHIP COMPANY LIMITED 


CUNARD WHITE STAR CUNARD BUILDING. 


GENERAL MANAGER'S OFFICE yw 
cra bi ‘ LIVERPOO 
TELEGRAMS “CUNARD. LivEeRPOoL, 3° DKC/MEB L, 3. 
: CUNAROSTAR. LIVERPOOL .3° ° 


TELEPHONE: LiveRPoo. CENTRAL 920! 
() 31st January, 1959. 


NEW YORK. 


The Cunard Stean-Ship Company Limited, . 
, ¥ 


Dear Sirs, 


We duly received your cable No. 894 reading as follows:- 


"Due Mamenic competition stainless steel strip reduced {22 ton 
effective immediately through April." 


We are sorry to see that due to the activities of the kamenic Line 
the Conference have decided to make a reduction of almost 40% on stainless 
steel which, coming on top of the reduction in the lard rate, leads us to 
believe that this type of thing may have far reaching consequences. 
we have already expressed our views.on this matter in earlier correspondence. 


Whilst we are not at all unmindful of the need to meet the new threat, 
we feel that the time hes come when each Line will heve to decide whether 
it is going to be economical to carry the traffic et the reduced rate. 
There is also the dence of having Bo f hla ale bt a acnteabattr eae ora tes 

nat even if it bus the effect of g oe the lonenics ¥ 2 is 
Pmoud whether we could ever be able to jincreuse._the rs again to 
l|anything like its former figure. 


We can only leave these thoughts with you, but are very concerned 
that the mtter does not get out of hand and there is no knowing the 
number of comodities that ray eventually be involved. Surely the 
service provided by the Conference Lines as a whole can be considered as 
being sore inducement to shippers to pay @ more economic rate than those 
which are now being proposed. 


Yours faithfully, 


THE CUNARD STEAN-SHIP COMPANY LIMITED. 


‘A 


¥ 
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The Cuarrman. I want to state, Mr. Daly, that in our check and 
inquiry we found to your credit that Cunard did not offer any rebates 
like a number of the other lines. 

Mr. Witxttam Daty. Thank you. We have been shocked by an 
awful lot in this correspondence, but thank you for that. 

The Cuarrman. Your policy apparently seems to be not to grant 
rebates, and that is to your credit. 

Thank you very much, Mr. Daly. 

And thank you, Mr. Daly, and your associate. 

Mr. Peer. Mr. Daly, I have one question. In listening to your tes- 
timony with regard to berthing rights, I wondered whether Cunard 
makes any distinction between the inbound and outbound foreign com- 
_— of the United States in regard to its observance of the Shipping 
Act 

Mr. Witx1aM Daty. Yes; I think there is a very distinct difference 
in outlook, because we have no berthing rights from here over. 

Mr. Perr. No; I didn’t mean that. I mean does it make a general 
distinction between the coverage of the Shipping Act of the United 
States when Cunard is operating in foreign commerce between the 
two categories of commerce—inbound and outbound ? 

Mr. Wiiu14Mm Daty. I am sorry 


Mr. Peer. Let’sstrike the question. 

Mr. Wiru1AM Daty. Thank you. 

The Cuarrman. Of course, Cunard Lines operating in American 
waters is bound actually by the anne Act? 

Mr. Witi1am Daty. By what, sir 

The Cuarrman. You agree that it is bound by the Shipping Act 
when your company operates in American waters ? 


Mr. Witu1AM Day. That is right, sir. 

The Cuarrman. There is evident need for foreign-flag carriers to 
realize that they must obey our laws when operating in our foreign 
commerce. 

Thank you very much, Mr. Daly. 

Mr. Wuii1aMm Dary. Thank you, sir. 

(The information referred to at pp. 6, 23, and 100 follows :) 


New York, N.Y., April 5, 1961. 
Re information requested during the hearings on March 7, 1961, by the Antitrust 
Subcommittee of the Committee on the Judiciary, House of Representatives. 

HERBERT N. MALETz, Esq., 
Chief Counsel, Antitrust Subcommittee, 
Committee on the Judiciary, 
House of Representatives, - 
Old House Office Building, 
Washington, D.C. 

DearR MR. MALETz: During the course of my testimony on March 7, 1961, the 
Celler subcommittee requested me to supply certain additional information, 

The first such request appears at pages 3127-3128 of the official verbatim tran- 
script and asks for a list of the conferences of which the Cunard Steam-Ship 
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Co., Ltd. (“Cunard”) is now a member. The following sets forth, as indicated, 
those conferences of which Cunard is now, or has until recently been, a member; 
the conference of which Thos. & Jno. Brocklebank, Ltd. (“Brocklebank”) is now 
a member, and certain proposed conference agreements, to which Brocklebank 
is a signatory, currently waiting approval of the Federal Maritime Board. 

Cunard is presently a member of the following conferences : 

Atlantic Eastbound Freight Association. 
Ceylon/U.S.A. Conference, New York Committee. 
Free Time Storage Charges—Calcutta Conference. 
Gulf/U.K. Conference. 
New York Terminal Conference. 
North Atlantic French Atlantic Freight Conference. 
North Atlantic/U.K. Freight Conference. 
North Atlantic/U.K. Westbound Freight Conference. 
The Atlantic Passenger Steamship Conference (Folkestone). 
The Transatlantic Passenger Steamship Conference (New York). 
Transatlantic Associated Freight Conference. 
Transatlantic Freight Conference (New York). 
During 1960, Cunard resigned from the following Conferences : 
North Atlantic Baltic Freight Conference. 
North Atlantic Continental Freight Conference. 
Red Sea & Gulf of Aden U.S. Atlantic & Gulf Freight Conference. 

Brocklebank is presently a member of one conference: Calcultta/U.S.A. North 
Atlantic Freight Conference. 

Brocklebank is a signatory to the following proposed conference agreements, 
awaiting approval by the Federal Maritime Board: 

The Calecutta/U.S.A. South Atlantic and Gulf Freight Conference; and 
The East Coast India and East Pakistan/U.S.A. Atlantic and Gulf Freight 
Conference. 

The second request for additional information appears at page 3145 and 
evidently refers principally to a document numbered Cunard 13b-—104, which 
is quoted in part on page 3134 of the Transcript. This document is a letter dated 
March 27, 1956, addressed to Cunard (New York) from Cunard (Liverpool) and 
says in part: 

“As you say, we are interested in the French Atlantic and Swiss trades, and al- 
though we are not members of these conferences, we do protect the conference 
rates and it will be in order for you to file the necessary letter with the Federal 
Maritime Board, advising them of our action.” 

I am advised that a review of our files now indicates that Cunard was a 
member of the prewar conferences in both the French North Atlantic westbound 
trade, and the Swiss North Atlantic trade. After the war, Cunard was dis- 
inclined to apply for membership in the new French North Atlantic Westbound 
Freight Conference in view of its objection to the Conference “rule prohibiting 
transshipment of French cargo via U.K. ports,” see a letter dated March 
27, 1951, annexed hereto as exhibit A. By letters both dated April 5, 1951, 
annexed hereto as exhibits B and C, the Board was advised for the record that 
Cunard was then receiving from the French North Atlantic Westbound Freight 
Conference and the Swiss North Atlantic Freight Conference their respective 
tariffs and supplements, as issued, “and we use these rates exclusively.” 

The third request appears at page 3201 of the Transcript and refers to a docu- 
ment numbered Cunard 1-4, which is quoted in part on page 3200 of the Tran- 
script. This document is a letter dated April 21, 1953, addressed to Funch, 
Edye (New Orleans) from T. J. R., president and says in part: 

“We understand that there is some form of private agreement with the rosin 
shippers but as this is not, we believe, filed with the Commission, it is quite cer- 
tain that this would not stand up. As soon as we have received further in- 
structions from the Cunard Steam Ship Co., Ltd., we will be advising you ac- 
cordingly.” 

You have asked me to “supplement the record with all additional informa- 
tion pertaining to this private agreement with the rosin shippers.” (Tr. 3201). 
I inquired of Funch, Edye & Co. (“Funch, Edye’’) as to the circumstances re- 
ferred to by that letter. Their reply together with its enclosures is annexed 
hereto as exhibit D. 

The substance of their reply, in brief, is that document numbered Cunard 1-4 
is altogether incorrect in suggesting that the agreement between the Gulf/U.K. 
Conference and the rosin shippers, was “private.” Cunard was not admitted to 
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the Gulf/U.K. Gonference until shortly after this letter was written; therefore, 
Funch, Edye, as Cunard’s agent, at the time had no firsthand knowledge of con- 
ference practices. Rosin shippers are exporters of that cargo referred to in the 
tariff as “Naval Stores.”’ Investigation now has indicated that at the time 
Cunard was admitted to membership, the item “Naval Stores” was covered by 
contract in the conference tariff, which was, so far as we can determine, then 
on file with the Federal Maritime Board. 
Respectfully submitted. 
W. Y. DALy, 
General Manager for the United States. 


EXHIBIT A 


CuNARD STEAM-SHIP CoMPANY LIMITED, 
GENERAL MANAGER’S OFFICE, 
CuNnARD BuILpina, Liverpool 3, 27th March, 1951. 


FILING OF RATES 
PVCS/MF. 


THE CUNARD STEAM-SHIP COMPANY LIMITED, 
New York. 

Dear Sirs: We have to acknowledge receipt of your letter of the 14th March— 
K. 7414—under the above heading. 

So far as the westbound French rates are concerned we are officially supplied 
with a copy of the French tariff and also one of the Swiss tariff, and we do 
adhere to these rates and are kept informed by the respective conference sec- 
retaries of any alterations or amendments to the tariff. 

This will therefore mean that it will only be necessary for you to advise the 
Federal Maritime Board that we are maintaining the tariff rates. 

Our position as regards membership of the French Conference is still un- 
changed, and we do not propose to make any further move until the Conference 
is prepared to withdraw the rule prohibiting transshipment of French cargo via 
U.K. ports. 

Yours sincerely, 
THE CUNARD STEAM-SHrp CoMPANyY, LIMITED, 
(Signed) P. V. C. Spriernes. 


ExHIsit B 
K-7462. 
APRIL 5TH, 1951. 


FRENCH NORTH ATLANTIC WESTBOUND FREIGHT CONFERENCE AGREEMENT NO. 7810 


THE FEDERAL MARITIME BOARD, 
Regulation Office, Commerce Building, 
Washington, D.C. 


Dear Sirs: Although we were members of the prewar conference in this trade 
and discussions have gone on with respect to this power conference, we have 
hot as yet joined. 

The purpose of this letter, for.the record, is that we are presently receiving 
from the Conference Secretary copies of the tariff and supplements, as issued, 
and we use these rates exclusively. 

Yours sincerely, 
THE CUNARD STEAM-SHIP COMPANY 
LIMITED, 
C. W. KENICK, 
General Freight Manager. 
CWK :ELP. 
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K-7463. 
Exuisit C 
Apri 5, 1951. 


SWISS NORTH ATLANTIC FREIGHT CONFERENCE AGREEMENT NO. 7860 


THE FEDERAL MARITIME Boarp, 
Regulation Ofice, 

Commerce Building, 
Washington, D.C. 

Dear Stirs: Although we were members of the prewar conference in this trade 
and discussions have gone on with respect to this newer conference, we have not 
as yet joined. 

The purpose of this letter, for the record, is that we are presently receiving 
from the Conference Secretary copies of the tariff and supplements, as issued, 
and we use these rates exclusively. 

Yours sincerely, 
THE CUNARD STEAM-SHIP COMPANY 
LIMITED, 
C. W. KEnIcK, General Freight Manager. 
CWK: ELP. 


ExHIBIT D 


FuncuH, Epre & Co., INc., 
STEAMSHIP AGENTS & SuHip BrOKERs, 
25 Broadway, New York 4, N.Y., March 9, 1961. 


THE CUNARD STEAM-SHIP Co., Ltd., 

25 Broadway, 

New York 4, N.Y. 

(Attention: Mr. W. Y. Daly, General Manager). 

GENTLEMEN; You have called our attention to evidence given on behalf of 
the Cunard Steam-Ship Co., Ltd., before the Anti-Trust Subcommittee of Judici- 
ary Committee of the House of Representatives on March 7, 1961, and in particular 
letter dated April 21, 1953, addressed to Funch, Edye & Co., Inc., New Orleans 
by this office, photostat of which is attached hereto. 

You will recall that on March 31, 1953, the Cunard Steam-Ship Co., Ltd, 
applied for membership in the Gulf/United Kingdom Conference; included with 
the application was letter dated March 31, 1953, copy of which attached au- 
thorizing Mr. J. D. Kriel, Manager of Funch, Edye & Co., Inc., 1002 American 
Bank Building, New Orleans, La., to act for the Cunard Steam-Ship Co., Ltd. 
on conference matters. 

Mr. Kriel addressed this office on April 17, 1953, photestat copy of this letter 
is attached, enclosing copy of letter addressed to the Cunard Steam-Ship Co., 
Ltd., by Mr. H. A. Carlys, executive secretary of the Gulf/United Kingdom Con- 
ference under date of April 17, 1953, photostat also enclosed herewith, The 
Gulf/United Kingdom Conference as you will note requested the Cunard Steam- 
Ship Co., Ltd., to withdraw their application for membership. 

Mr. Kriel’s letter of April 17th was answered by this office under date of 
April 21, 1953, and this is the letter which has been placed in evidence by the 
Antitrust Subcommittee. 

Our letter of April 21 merely acknowledged Mr. Kriel’s communication and 
indicated that inasmuch as we believed at that time no contract system existed 
in the Gulf/United Kingdom Conference, this office questioned whether there 
was any particular value in conference membership. We referred in this letter 
to the possibility of some form of agreement with rosin shippers, details of 
course of which we were not aware, as the Cunard Steam-Ship Co., Ltd., were at 
this time not members of the Gulf/United Kingdom Conference. 

The Cunard Steam-Ship Co., Ltd., were admitted to full membership of the 
Gulf/United Kingdom Conference on April 27, 1953, and immediately on receipt 
of the tariff of this conference, we learned that whilst no contract system 
generally existed, the item, ‘“‘Naval Stores” was covered by contract. 
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Our estimate, therefore, of the position on rosin (naval stores) prior to Cu- 
nard’s entry into the conference was incorrect and we regret that the remarks in 
our letter have apparently misled the Antitrust Subcommittee of Judiciary Com- 
mittee of the House of Representatives. 

Yours very truly, 
FuncH, Epye & Co., INc., 
THOMAS J. RoyvEN, President. 
TJR :aj. 
att. 


APRIL 21, 1953. 
Funcnu, Epye & Co., INc., 
1002 American Bank Building, 
New Orleans 12, La. 

GENTLEMEN: Thank you for your telegram of April 17 and also your letter 
of the same date enclosing copy of letter dated April 17 to the Cunard Steam- 
Ship Co., Ltd., requesting them to withdraw their application for membership 
in the Gulf/United Kingdom Conference. 

We have not had the opportunity of discussing this with our friends in Cunard 
but pointed out to Mr. Borer on the telephone this morning that inasmuch as no 
contract system exists in the Gulf/United Kingdom Conference, as far as com- 
mercial freight is concerned we do not feel that there is any particular value in 
conference membership. 

We understand that there is some form of private agreement with the rosin 
shippers but as this is not, we believe, filed with the Commission, it is quite 
certain that this would not stand up. As soon as we have received further in- 
structions from the Cunard Steam-Ship Co., Ltd., we will be advising you 
accordingly. 

Yours very truly, 


TJR:aj. 

ec: Mr. Borer. 
Mr. Daly. 
Mr. Tighe. 


, President. 


New York, N.Y., March 31, 1953. 
GuLF/UNITED KINGDOM CONFERENCE, 
Office of the Executive Secretary, 
Suite 1208, Carondelet Building, 
New Orleans 12, La. 

DEAR Strs: Should our Application for Membership in the Gulf/United King- 
dom Conference be favorably acted upon, we hereby authorize Mr. J. D. Kriel, 
Manager of Funch, Edye and Co., 1002 American Bank Building, New Orleans, 
La., to act for us on conference matters. 

Yours sincerely, 
THE CUNARD STEAM-SHIP CoMPANY, LIT»D., 
, Attorney in Fact. 


Funcn, Epye & Co., INc., 
STEAMSHIP AGENTS & SHIP BROKERS, 
New Orleans, La., April 17, 1958. 
Mr. T. J. RoypEN, 
President, Funch, Edye & Co., Inc., 
25 Broadway, New York, N.Y. 

Dear Mr. Roypven : The attached letter has just been received from Mr. Carlys 
Which I believe you will find self-explanatory with reference to application of 
the Cunard Steam-Ship Co. Ltd., to the Gulf/United Kingdom Conference. No 
doubt you will further advise us regarding reply that we presume Mr. Borer 
Will make to the conference. 

Very truly yours, 
FuncH, Epye & Co., INc., 
J. D. Krren, U.S. Gulf Manager. 
IDK/gd. 7 7 . 
encl, 


70300 O—61—pt. 3, vol. 1——10 
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GULF ASSOCIATED FREIGHT CONFERENCES, 
OFFICE OF EXECUTIVE SECRETARY, 
New Orleans, La., April 17, 1953. 


APPLICATION FOR CONFERENCE MEMBERSHIP, GULF/UNITED KINGDOM CONFERENCE, 
THE CUNARD STEAM-SHIP CO., LTD. 


THE CUNARD STEAM-SHIP Co., L1p., 
25 Broadway, New York, N.Y. 
(Attention: Mr. H. P. Borer, Attorney in Fact). 

DeaR Srrs: I refer to your letters of March 31, together with your replies to 
the questionnaire for “Application for Membership” in the Gulf/United King. 
dom Conference, which were presented to the conference on the afternoon of 
April 2, 19538, by Mr. J. D. Kriel, manager, Funch, Edye & Co., New Orleans. 

Your application for conference membership was formally considered and 
discussed by all of the member lines at a meeting of the Gulf/United Kingdom 
Conference held at New Orleans today (April 17, 1953) and I have been directed 
to advise you that your entry into the Gulf/United Kingdom service has caused 
our member lines grave concern in view of the fact that the gulf/eastbound trade 
is already amply covered—if not, indeed, overtonnaged—and as you are no 
doubt aware the lines presently engaged in this trade often have to resort to 
booking large parcels of bulk cargo in order to help fill the vessels they employ 
on this berth. 

Our member lines further feel it will be apparent to you with your great knowl- 
edge and long tradition of operating liner services that under these conditions 
the intrusion of a new line would be far from welcome as it would merely worsen 
the position of the present conference member lines and, at the same time, result 
in no real advantage to the newcomer. 

In the face of these circumstances, I have been requested by our member 
lines to express to you their hope that, after giving the entire matter your 
mature consideration, you will withdraw your application for membership in 
this conference and not enter this trade for the reasons outlined above. 

Awaiting your further advices and with best wishes, I am, 

Very truly yours, 
H. A. CARLYsS, 
Ezecutive Secretary, 
Gulf/United Kingdom Conference. 

MAC: Ip. 
ec—Mr. J. D. Kriel, Manager, 

Messrs. Funch, Edye & Co., 

1002 American Bank Building. 


The Cuarmman. Our next witness is Mr. A. C. Cocke, vice president 
of Lykes Bros. Steamship Co., Inc. 
I hope we will be able to finish by 1 o’clock and conclude for the 


day. 
Will you raise your right hand, please ? 
Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 
r. Cocke. I do. 


TESTIMONY OF A. C. COCKE, VICE PRESIDENT, LYKES BROS. 
STEAMSHIP Co., INC. 


The CuarrMan. Do you have a prepared statement ? 

Mr. Cocke. Yes, sir. 

The Caarman. Will you just state for the reporter your name and 
your address, and your affiliation ? 

Mr. Cocke. My name is Alex C. Cocke. I am appearing here in 
my capacity as vice president of traffic, Lykes Bros. Steamship Co., 
Inc., with headquarters in New Orleans, La. 

The Cuatrman. Go ahead. 

Mr. Cocke. Mr. Chairman and members of the subcommittee, and 
your staff, it is a pleasure to appear here today in response to your 
request of F ebruary 18, 1961. I am appearing in my capacity as 
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vice president—traffic, Lykes Bros. Steamship Co., Inc., with head- 
quarters in New Orleans, La. : 

You have asked me to report to you what action, the Gulf Confer- 
ences, of which there are five in all, and the conferences in general, 
have taken concerning malpractices, particularly on the establishment 
of neutral bodies. 

Lykes Bros. Steamship Co., Inc., is a member of about 30 confer- 
ences, covering both outbound and inbound traffic from and to the 
United States. To the best of my knowledge, we are presently mem- 
bers of all conferences existing in trades in which we operate. We 
are strong believers in conferences, and, as previously testified, we 
feel that some form of a tying-in system, whether dual rates or fidelity 
commission, is essential to the welfare of all interests, including those 
of shippers and receivers, when such conferences are properly con- 
ducted. 

REPORT OF CONFERENCE NEUTRAL BODY PROGRESS 


The following conferences now have FMB-approved neutral body 
systems : 

(1) Trans-Pacific Freight Conference of Japan (FMB Agree- 
ment No. 150; neutral body amendments approvad Mar. 12, 1959). 

(2) Japan-Atlantic Gulf Freight Conference (FMB Agree- 
ment No, 3103; neutral body amendments approved Mar. 12, 
1959). 

(3) West Coast of Italy, Sicilian, and Adriatic Ports/North 
Atlantic Range Conference (FMB Agreement No. 2845; neutral 
body amendments approved Sept. 6, 1960). 

(4) Mediterranean/North Pacific Coast Freight Conference 
(FMB Agreement No. 8090; neutral body amendments approved 
Nov. 16, 1960). 

We do not want to burden the record with copies of these approved 
neutral body agreements. They can be readily obtained if the com- 
mittee desires to make a study of them. 

It is my understanding the following conferences have filed with 
the FMB proposed neutral body snendiabate to their organic agree- 
ments, but, as yet, the Board has not taken fina] action on them: 

(1) American West African Freight Conference (FMB Agree- 
ment No. 7680). 

(2) Far East Conference (FMB Agreement No. 17). 

(3) Pacific Coast European Conference (FMB Agreement No. 
5200). 

(4) West Coast of India and Pakistan/U.S.A. Conference 
(FMB Agreement No. 8040). 

(5) Pacific Westbound Conference, which operates from US. 
Pacific coast ports to Far East destinations. 

_ With regard to the first four of the above neutral body agreements, 
it is our understanding that the chief reason final approval has not 
been given is that these agreements do not contain the following 
Board-required provisions : 

A full and complete report, except for the name of the complainant, of the 
final disposition of each complaint reported under this article shall be furnished 


to the Federal Maritime Board, Washington, D.C., by the chairman or other 
person performing the functions of chairman pursuant to this article 


Many other conferences are actively considering proposals to adopt 


neutral bodies, and I will comment on the activities of the five gulf 
conferences of which we are members, and with which I am closely 
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associated, pertaining to the neutral body or related plan. A key con- 
ference in this group, due to membership, trade routes, competition, 
and so forth, is the Gulf/French Atlantic Hamburg Range Freight 
Conference, which has considered such a plan for some time. 8 
question of the neutral body or related plan was first placed before 
the five conferences, including the one just mentioned, at a meeting 
of the conferences held in New Orleans shortly after my testimon 
before your committee in late October/early November 1959. Wit 
my letter of December 17, 1959, I forwarded you copy of memo- 
randum from the Gulf Associated Conferences, dated December 11, 
1959, which outlined the views of the various conferences. 

While the five gulf conferences have not, as yet, adopted a neutrah 
body, the membership of these conferences with one or two exceptions 
is in favor of a system of self-regulation, and they feel that a neutral 
body or related plan should be adopted. 

The Gulf/French Atlantic Hamburg Range Freight Conference 
has definitely agreed to this proposal, but the conference has not been 
able to agree on the form of the neutral body. 

A majority of the lines favor a short form, which, briefly, calls for 
the employment of a permanent investigator reporting to a committee 
of three members of the conference, who—after reviewing the results 
of the investigator’s handling—will have the right to assess a fine 
against the line or lines found guilty, and this investigating or 
licing agreement (which must be incorporated in the official conten 
ence agreement by an amendment) does not provide for a report to 
the FMB. 

The CuarrMan. Would this mean that if there were an investigator, 
or a committee of three, and the investigator found violations against 
one of the companies in which one of the members of the committee 
was associated, that he would be in part a judge in the company’s case! 

Mr. Cocker. No; he would excuse himself. 

The CuarrMan. So you would have only two left ? 

Mr. Cocke. You would only have two. 

The Gulf/Mediterranean Ports Conference is in favor of a neutral 
body or related plan, and the neutral body form approved by a 
minority of the Gulf/French Atlantic Hamburg Range Freight Con- 
ference has been submitted to the principals for consideration. 

The Gulf/Scandinavian & Baltic Sea Ports Conference is a small 
conference, composed of four members, and all lines in the conference, 
with the exception of one, are in favor of a neutral body. 

The Gulf/South & East African Conference is composed of only 
two members, but it is willing to adopt a neutral body. 

Small membership conferences such as this, we believe, could well 
be exempted from a neutral body plan, but, I repeat, the two members 
(Lykes and South African Marine Corp.) would be agreeable to going 
along with the plan, if it is made mandatory, or if the Board feels. 
ae one should be established in every conference, as a matter of 
policy. 

The Gulf/United Kingdom Conference is a comparatively small 
conference, with a membership of 7 and, over-the years, has been 
apparently free of conference violations. 

As information, most of the five Gulf Conferences have a penalty 
deposit proviso, with violations of the conference agreement to be 
handled by arbitration, so that these conferences are not wholly with- 
out some policing, and arbitration has been used—resulting in a pen- 
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alty being assessed. These arbitrations, however, have been few and 
far between and, in our opinion, are not the answer to our problem, 
and that’s why Lykes endorses, wholeheartedly, the neutral body or 
self-policing plan. 

The CHarrman. Who are the arbitrators in these cases ? 

Mr. Cocker. The arbitrators are appointed, one by the party ac- 
cused, one by the conference, and they appoint an umpire. And the 
decision of two of these three is considered final. 

Lykes is a member of a number of conferences operating to and 
from ports in the Far East including the Far East Conference, and 
the attached statement gives the names of these conferences, their 
location, and the status of the neutral body. 

The CHatrman. Let me ask you, why does Lykes object to that 
plan of arbitration ? 

Mr. Cocker. We don’t like it, I will put it that way, because of the 
length of time involved. We have had one or two arbitrations, and 
frankly, it gets down to even, I might say, as bad as a court of law 
intime taken to decide the case. Each party has attorneys, they argue 
the case, they prepare briefs, and sometimes it has taken as long as 6 
months to decide the case. And that is the reason we think that by a 
neutral body it can be handled quickly, and more rapidly. 

Commenting briefly on the various West Indies Conferences, when 
discussions indicated that a better system of policing and enforcing 
rules and regulations of such conferences was required, the matter 
was discussed in each of the conferences, with the decision being 
reached that the matter should be held in abeyance pending develop- 
ments in other areas. The general question was referred to the con- 
ference counsel, who has been studying it jointly with the chairman, 
but, so far, no specific recommendations have been made to the con- 
ferences. It is our personal feeling that the conferences will be guided 
by what is done in other areas. 

Lykes is a member of the Continental/Gulf Westbound Freight 
Conference, which embraces Continental ports in the French Atlantic 
Hamburg Range to USA Gulf ports. This is homeward conference, 
and there have been indications, for a very long time, of malpractices 
(such as rate-cutting and rebates) existing in this conference. 

This conference, effective February 1, 1961, adopted a form of self- 
policing, embracing the employment of a salaried investigator who 
will report to a committee of the conference, comprised of three mem- 
bers, and this committee is empowered to consider the report of the 
investigator and to assess a penalty or fine against the line or lines 
found guilty. 

This is what. we term a short form of agreement, and while it can- 
not be considered a completely independent neutral body, it is defi- 
nitely a step in the right direction. 

While we, Lykes, favored-what we term a real independent neutral 
body, we went along with the other lines (a large majority favoring 
this short form) so as to get something going in this conference rather 
than have an unsatisfactory situation continue to exist, although the 
evidence indicating malpractice is only circumstantial. 

“oa he CHamMAN. What do you mean by an independent. neutral 
y! 

Mr. Cocke. I mean an independent neutral body, an outside body, it 
has no connection with the conference whatsoever, to take the place of 
the committee of three indicated in the investigating body. 
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The Cuarman. Would that neutral body be one, two, three, or 
what! 

Mr. Cocke. It could be a firm, for example. 

The Cuarrman. A what? 

Mr. Cocke. A firm, And that firm—for example, a large auditing 
firm such as Haskins & Sells or Ernst & Ernst, or an at ig - body 
of four or five people who would assign such people to make the 
investigation. 

The Cuarmman. Why an accounting firm? 

Mr. Cocke. I just mentioned that because an accounting firm has 
much experience, as we all know, of going into books and records, 
reading the accounts. This is very vital, I think, in investigations, 
And then they have generally, Mr. Chairman, affiliates or officers 
throughout the world. 

The CHarrMAn. Suppose their accounting firm represents one of 
the lines? 

Mr. Cocke. As far as Lykes is concerned, we would have no objec- 
tion to that so long as it was a responsible firm. 

The Cuarrman. Wouldn’t the firm then wear two hats; wouldn't 
that be a conflict of interest ? 

Mr. Cocke. Sir? 

The CHarrMan. Wouldn’t the accounting firm wear two hats, have 
two masters, and wouldn’t that be a conflict of interest ? 

Mr. Cocker. It might be. 

The Cuarrman. If there were a conflict of interest, would you want 
to have that ? 

Mr. Cocke. I only mention an accounting firm as one of many. We 
would have no objection to any independent firm which could prop- 
erly investigate being appointed, 

The Cuatrrman. What about a czar, a commissioner setup ¢ 

Mr. Cocke. Well, I think a commissioner setup would not be ad- 
visable, because of the fact that he does not have offices throughout the 
world, and he would have to employ investigators on his own, 

The Crarrman. Then there might be a number of czars, one czar 
might have three or four conferences—I am not advocating this, I am 
just probing this. 

Mr. Cocke. I understand, I am glad you asked it. We have talked 
about czars in our conference, en our companies have talked about 
czars. But I frankly believe an independent investigating firm would 
be better than one man or two men or three men. That firm could be 
used by a number of conferences. 

I envision in the Gulf, after we finally get this thing working, 
which might have one firm that could represent four or five confer- 
ences, because one conference is a small conference and could not well 
afford to pay a big fee, but we don’t throw out the ezar proposition. 
I think that is worthy of consideration. 

The Cuarrman, If you have one firm representing a number of con- 
ferences, wouldn’t you run into the danger then of having collabora- 
tion among those conferences ? 

Mr. Cocke. I don’t think so. 

The CHamman. Why not? 
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Mr. Cocke. I think if you have any collaboration between confer- 
ences you are going to have it filed with the Federal Maritime Board, 
based on examples that we have had throughout these investigations. 

The Cuatrman. The Maritime Board would get after the matter 
months and months if not years afterward, and only if they get a 
complaint, and if they ever do, it is dubious as to whether they will, 
judging from past. experience. ’ 

Mr. Cocke. I think each investigation, Mr. Chairman, will stand 
on its own, regardless of whether you had a czar or an individual in- 
vestigating body. We leaned to a good investigating body. But we 
are not abanlytely sold on that. Weare agreed to anything reasonable. 

The Crarrman. Let’s see. You mentioned something about fines. 
Would this mean that every member of the conference would deposit 
a certain amount of money to be in charge of the so-called neutral 
body, and then if there is a penalty inflicted against the individual, 
that money deposit would be used—where would the money go? 

Mr. Cocke. In violations that we have had under the arbitration, 
the money would be divided among the lines which were hurt by the 
violation of the defendant. 

I will say this—this is off the record. 

(Discussion off the record. ) 

The CHarrMan. I envision a long-drawn-out proceeding, also. 

Mr. Cocke. I don’t think you would have as many attorneys in- 
volved if you had an independent neutral body. Of course, in a neu- 
tral body, if they wanted an attorney to represent them in the defense 
of a case, they could have one. But I envision that a real neutral body 
could dispose of cases much more quickly than arbitration and possi- 
bly other forms. But, as I say, we are not particularly sold, although 
our examination of this and study of it has indicated that a real neu- 
tral, independent neutral body employed by the entire conference is 
better than an arbitration. 

The CuatrMan. Again, I am not indicating any view on this. I am 
anxious to study it, and very anxious to get your views. 

Mr. Cocke. I can say this, that we are in favor of any self-policing 
body that can be put up that will assist in clearing up certain situations 
which we know have existed. 

The Cuarrman. Now, the alternative, I take it, would be the Fed- 
eral Maritime Board, and if that Federal Maritime Board were prop- 
erly manned, and Congress made an appropriation such as to give 
them sufficient manpower, couldn’t the Federal manpower take care of 
these matters ? 

Mr. Cocke. I don’t think they could. A little later in my statement 
+e the reason why I don’t think they can. Shall I continue? 

he CHarrman. Go ahead. 

Mr. Cocke. Generally speaking, we think that we have covered the 
situation with respect to the conferences of which we are members. 
We have remained members of existing conferences, but we think it 
well to comment on the Far East Conference situation, with which we 

lieve you and your staff are already familiar. 

Lykes has been a major carrier of cotton in all trades, including 
Japan. For the period 1958 through 1960, our carryings of cotton to 
Japan materially decreased, and information we secured from sources 
in Japan, and in this country, was that the reason for our serious 
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decrease in cotton carryings was due to special arrangements made in 
Japan. 

Ve were, therfeore, faced with two alternatives—(1) complain to 
the conference, or file a complaint with the FMB concerning such 
special arrangements by conference lines; (2) meet the situation com- 
petitively by requesting open rates on cotton. 

For reasons which we considered good and sufficient, we chose the 
latter course. 

Accordingly, at a meeting on September 14, 1960, we moved that 
cotton rates be opened. This proposal was declined. Our next step, 
therefore, was to submit our resignation, inasmuch as the situation 
had not changed, and we were still at a disadvantage in seeking to 
compete in the Japan cotton trade; therefore, our resignation was 
submitted on October 11, 1960, to be effective 60 days thereafter. 

On November 28, 1960, the FMB requested that we withdraw our 
resignation. We advised the FMB, on December 2, with a copy to 
Chairman J. A. Dennean of the Far East Conference, that in view of 
the investigation by the FMB, as well as that of the conference, we 
reluctantly acquiesced in the request and withdrew our resignation 
on the assumption and in the hope that an early solution of the prob- 
lem would be found. 

So far, our cotton carryings have not improved. As a matter of fact, 
since our resignation was submitted and withdrawn, they have under- 

one a further deterioration, notwithstanding the fact that the Far 

ast Conference has proposed a neutral body and has been conduet- 
ing an investigation of the situation. Also, there is in prospect a cot- 
ton pool with the interested lines. 

Right there, I would like to stop and say that a cotton pool to 
Japan is very favorable at this time. The three American lines and 
the six Japanese lines have discussed this matter. And we have also 
discussed it with the Federal Maritime Board, which looks with favor 
on it, and we are proceeding now on the basis of effecting an agree- 
ment which will be suitable to the Japanese and to the American 
lines, and a division between the individual American lines that will 
also, we believe, be equitable. So the prospects of that cotton pool 
are favorable at this time, and should in our opinion assist in clearing 
up this situation very well. 

Mr. Peer. Mr. Chairman? 

The CuHatrman. Mr. Peet. 

Mr. Prer. Mr. Cocke, you stated that you chose the latter course 
of conduct to meet the situation competitively. 

Mr. Cocke. What was that ? 

Mr. Peer. You stated that you chose the latter course of conduct 
outlined as No. 2 here to meet the situation competitively by requesting 
open rates in cotton. 

Mr. Cocke. Yes. 

Mr. Peer. Why did you not choose to inform the Federal Maritime 
Board of the malpractice. 

Mr. Cocke. Well, we did inform the Federal Maritime Board of 
what we thought was going on out there. We had no evidence except 
the usual circumstantial evidence. We had no written proof. And 
I can only go back again to the Fabre case. It took 6 months to try 
that case, and we came out of it with nothing done at all, because we 
had no written evidence. 
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So we thought that a prompt settlement of the matter would be 
open rates where we could compete on a rate basis. And that was 
the reason that we did not file at that time a formal complaint with 
the Maritime Board, because we just did not have the type of evidence 
that would be considered. 

Mr. Peer. Would Lykes Bros. have any hesitancy in a proper case 
to inform the Federal Maritime Board that malpractices existed in a 
conference to which it belonged ? 

Mr. Cocke. If I understand your question correctly, would we in- 
form the Maritime Board ? 

Mr. Peer. Yes. 

Mr. Cocker. Yes, we had informal talks with the Maritime Board 
about the matter. 

Mr. Peer. Mr. Cocke, I mean, would you generally, in a proper 
case, as a matter of company policy, inform the Board when you had 
reason to believe that a malpractice existed in a conference to which 
you belonged ? 

Mr. Cocke. We have generally informed the Maritime Board. But 
in practically every case that I know of we have not had the written 
evidence, we have had circumstantial evidence, which, in the Fabre 
case, the Board said it couldn’t consider. So it has been useless, when 
you get this evidence, to go before the Maritime Board and file a com- 
plaint, because nothing would come of it. The Maritime Board has 
ey in the Fabre case and other cases that they won’t do anything 
about it. 

The CHarrman. I am going to let you finish your statement, Mr. 
Cocke, and come back this afternoon and be subject to interrogation. 
So, finish your statement. 

Mr. Cocker. Very well. 

If this comes about, we are hopeful that the situation will be im- 
proved, and while neutral bodies are most desirable and should 
promptly be instituted in conferences, the fact remains it is up to the 
members of the conferences to maintain the integrity of such agree- 
ments. 

I will give you below information, briefly, about some of the im- 
portant conferences with which we are familiar, and which—to a 
certain extent—have a bearing on the Gulf Conferences. 

The North Atlantic/Continental Freight Conference has adopted a 

self-policing body, along with same lines of the one agreed to by the 
Continental/Gulf Westbound Conference. We understand that at 
a meeting of the conference held in Brussels on January 11, 1961, 
the conference agreed to the employment of an investigator (full 
time) who will report to a committee of three for the handling of 
matters referred to it by its investigator. 
_I have been been reliably informed that the minutes of the meet- 
ing covering this agreement for self-policing by the North Atlantic/ 
Continental Freight Conference were filed with the Regulatory Di- 
vision of the FMB on February 17, 1961. 

It is also my understanding that the North Atlantic/Mediterranean 
Conferences are giving consideration to the adoption of a neutral 
body. It is quite probable that other conferences are actively con- 
sidering proposals to adopt neutral bodies. 
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I would like now to comment on the reason more conferences haye 
not established neutral bodies. 

The simple answer is they have not had to do so. No rule or order 
of the Board, nor any statutory mandate, now requires any confer. 
ence to establish a ial -soliding system. Therefore, in an atmosphere 
as beclouded as that which has enveloped steamship conferences the 
last 2 years, I regret to report the voluntary establishment of so few 
need bodies. 

While I am not too happy about the progress, and it has been slow, 
the fact remains we are on the right track, and we need, I think, an 
impetus. I will touch on this later. 

wend be premature to conclude from the present record that 
neutral bodies will not work. I believe they will, provided your com- 
mittee and the Board promptly take the steps I am about to recom- 
mend. So that you will know why it is necessary to take such steps, 
yermit me to give you my understanding of the reasons which haye 
impelled various lines to oppose the voluntary establishment. of 
neutral bodies, and I mean real independent neutral bodies, although 
the so-called investigator method may turn out to be better than noth- 
ing. 

First, some lines balk at the regulation office’s requirement that the 
conference furnish the Board a complete report (omitting only the 
complainant’s name) of the disposition of each complaint made to 
the neutral body. As the law now stands, these lines feel that the 
Board might conclude that it, too, had to proceed against the alleged 
violator even though, after reviewing the neutral body’s proceedings, 
it had concluded that the neutral body’s action was sufficient. 

Second, and closely related to the double jeopardy argument, isa 
contention being made by the complainant in the Board’s pending 
docket No. 920, States Marine Lines, Inc. and Global Bulk Transport 
Corporation versus Trans-Pacific Freight Conference of Japan. 
There, in attacking that conference’s neutral body, the complainant 
asserts that the Board may not delegate or abandon to a conference, 
neutral body or any other tribunal, any of the Board’s regulatory 
powers or responsibilities, If the Board lacks the power to approve 
an effective neutral body system, it should promptly obtain such 
power. 

Third, to date various foreign-flag lines have succeeded in denying 
the Board and the grand jury all documents located abroad. While 
one cannot measure with precision the effect. this success has had upon 
their willingness to make their files available to a neutral body, it 
must have been considerable. Certainly, it is logical to assume that 
some of those lines see little to gain and much to lose by agreeing to 
open their files to a neutral body which, in turn, must report to the 
Board, directly or through the conference. 

Fourth, some of the lines seem to believe that there is no such thing 
as a truly “neutral” neutral body. This, too, is an argument. which 
complainant in docket 920 is making against the neutral body system 
employed by the Trans-Pacific Freight Conference of Japan. Thus, 
suspicion of partiality by a proposed neutral body is a severe deter- 
rent to the establishment of such systems, especially in those con- 
ferences which require that such decisions be made by more than a 
majority vote. 
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And, finally, complainant in docket 920 asserts that for a line to 
open its files to a neutral body would probably violate section 20 of 
the Shipping Act, 1916, Here, too, regardless of the argument’s 
merit, is another unresolved attack upon a fundamental principle of 
the neutral body system. 

In turning now to what we think this committee and the Board 
should do to make conference self-regulation a reality, permit me to 
refer first to pages 728-729, of part 2, volume I, of your hearings. 
There, in a memorandum dated February 25, 1960, prepared for this 
committee by the Legislative Reference Service of the Library of 
Congress, it 1s said : 

However, in the exercise of regulatory discretion, executive agencies are not 
usually confronted with the parallel action of private enforcement methods, and 
the argument might be made that consideration of private sanctions is not 
within the scope of the discretion which Congress intended the Board to exer- 
cise. The possibility of doubts on the validity or propriety of taking private 
action into account might be overcome by a congressional expression on the 
matter. [Emphasis supplied. ] 

The “congressional expression” we now recommend be given would 
emanate from this committee and the Bonner committee and be di- 
rected to the Federal Maritime Board. We have little doubt it would 
be effective. 

We, therefore, recommend that you suggest to the Board that it 
initiate a rulemaking proceeding (or expand a pending one) to re- 
quire every conference serving U.S. ports, inbound and outbound, to 
establish a neutral body system or other impartial disciplinary 
mechanism, 

The following detailed suggestions seem appropriate: 

The establishment of such Board-approved self-policing devices 
within a reasonable time after the Beard has decided upon and an- 
nounced the types of systems it will and will not approve, should be 
made a condition precedent to approval or to continued approval of 
all conference organic agreements. 

Since malpractices are not dependent upon whether conferences use 
or don’t use an exclusive patronage device, that factor should have no 
bearing upon conferences being required to establish Board-approved 
self-policing systems; however, upon proper showing that there is no 
reasonable need for such a system in a particular coniotenes--pnebbipe 
one involving only two or three lines—the Board should be able to 
waive the otherwise mandatory requirement. 

A word from this committee of its interest in giving the conferences 
a last clear chance to show whether and to what extent they can and 
will police themselves is certainly in order. Indeed, it is probable that 
a mere inquiry and an expression of this committee’s favorable reaction 
toa such rulemaking proceeding would be all this committee need do. 

The Cuairman. We want to thank you for your confidence in this 
committee, but I wonder if it would have such an effect. 

Mr. Cocke. I think it would have a real good effect. Many of us 
think so, 

If your committee and the Bonner committee believe an amendment 
to the statute is necessary in order to require conferences to set. up im- 
partial and effective neutral bodies, we would suggest that any legisla- 
tion dealing with conferences include the granting of specific power 


tothe FMB in this regard. 
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In conclusion, let me emphasize the importance of this committee's 
taking now some such action as I have urged. 


The choice, we submit, is between requiring all conferences to estab- d 
lish Board-approved neutral-body systems on the one hand, or requir F } 
ing the Board to police all 113 conferences on the other. \ 

The following statement in a recent law review article illustrates |} 
the difficulty of the Board’s doing the latter: d 

It is by no means clear how the Board could effectively prevent all rebates, | 
misclassifications, volume discounts, unwarranted refusals of space, and a host t 
of similar practices, even if it were to devote itself exclusively to that task, | 
Those subject to the act include not only the American lines, but also those of 
all other nations, some of whom have markedly different standards of business 
ethics than our own. The transactions occur in almost every port of the world. t 


The books and records are only partly in this country, and even then are | 
sometimes in a foreign language. There are possibly 5,000 liner voyages a year 
in our foreign commerce, each serving possibly 200 shippers and consignees ina 
dozen ports. 

In the absence of a general tradition of scrupulous adherence to the law, it 
is extremely doubtful if the regulatory job could be done thoroughly with 1,000 | 
investigators. Out of a total staff in excess of 1,800, the Board until this 
summer had only two investigators; it requested three more investigators for 
the 1961 fiscal year. 

And I believe they have been appointed. That quotation was from 
an article by Mr. Warner Gardner, entitled “Steamship Conferences 
Under the Shipping Act, 1916,” volume 35, Tulane Law Review 
(1960). 

Therefore, it seems there is no choice but for the Board and perhaps 
Congress to require conferences to set up neutral bodies, or the like. 
Leaving this job to the discretion of the 113 conferences will not work. 

Thank you. 

(Mr. Cocke’s prepared statement appears at p. 143.) 

Th Cuatmrman. We will now adjourn to 2:30 this afternoon. 

(Whereupon, at 1 p.m., the committee recessed, to reconvene at 2:30 
p.m. the same day.) 


AFTERNOON SESSION 


The CuHarrman. The committee will come to order. 
Mr. Singman ? 
Mr. Stneman. Mr. Cocke, would you agree that the incidence of 


malpractices in most U.S. trades has increased during the past year to 
year and a half? 


TESTIMONY OF A. C. COCKE, VICE PRESIDENT, LYKES BROS. 
STEAMSHIP CO., INC.—Resumed 


Mr. Cocke. I would say in certain trades they have, and I think 
recently in certain trades they have diminished. 

Mr. Stneman. What trades would you say they have diminished in! 

Mr. Cocke. Well, recently I would say that they have diminished in 
the Westbound Continental Conference. I would say they have 
diminished to a certain extent in the Gulf/French Atlantic Hamburg 
Range, and I would say that the Far East, with the exception of one 
particular situation, they have diminished there. 

The Cuamman. Would you say that is despite the efforts of the 
Maritime Board and the Department of Justice, both of which are 
intensifying their enforcement activities? 
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Mr. Cocke. Mr. Chairman, I would not exactly say “enforcement.” 

I would say, that is, despite the hearing of these various FMB 
dockets. But I don’t think, as far as the Department of Justice, there 
has been any enforcement. 

As far as the Maritime Board is concerned, these investigators have 
been put on in recent months, in the past year, you might say. But I 
don’t think the enforcement has been too great. 

The CHarrMan. Have these hearings had a prophylactic effect in 
the sense that there has been a diminution of violations by the ship- 
ping companies ¢ 

Mr. Cocke. I think they have had an effect; yes; but I don’t think 
they have had the effect to stop them altogether. 

The Cuarrman. You mean that some of the companies, in part, 
have gone on in their own sweet way, continuing to violate the law, 
despite the admonitions emanating from this committee? 

Mr. Cocke. I think there has been some continuance; yes, sir. 

The CHatrrman. Now, these companies, nonetheless, want to be 
immunized from the antitrust laws? 

Mr. Cocke. Will you repeat that, please? 

The CHatrman. Now, despite what you say, these companies want 
to be immunized from the operation of the antitrust laws, and they 
want to set up so-called neutral bodies ? 

Mr. Cocke. I think that by the setting up of neutral bodies and 
by other methods which I have mentioned, that the situation will be 
dade up more than it has been to date. I think that a neutral body 
will have a very good effect on stopping a lot of these practices. 

The CuarrMan. Let me put it this way: 

Despite what you say—namely, that there have still been viola- 
tions—these companies wanted legalization of the dual-rate confer- 
ence ? 

Mr. Cocke. I think that there have been some violations; yes. 

The CHarrMan. But they want to have these dual-rate conferences, 
fragt these violations? 

Mr. Cocks. They do want to have the dual rate, and I think with 
legalized dual rates you will have less violations than without them. 

Mr. Matetz. As I understand it, these violations are similar to those 
brought to light in the course of this subcommittee’s hearings and 
they are still continuing, to a substantial extent; is that correct? 

Mr. Cocke. I would say that some are continuing; yes, sir. 

Mr. Mauerz. Where are these violations? 

The CHarrman. Let me get that straight. You say that they are 
still continuing, to a substantial effect ? 

Mr. Cocke. I wouldn’t go quite so far, Mr. Chairman, as to say 
“substantial,” but they are continuing. 

Mr. Materz. What is the nature of the violations, generally, if you 
know ? 

Mr. Cocke. Reduced rates. 

Mr. Mauetz. Rebates? 

Mr. Cocke. Well, they might be in the form of rebates. They 
might be in the form of commissions. 

Mr. Matetz. In what trades are these rebates or reduced rates oc- 
curring ? 

Mr. Cocke. I think that they have occurred and are occurring, to 
certain extent, in the continental trade. 
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Mr. Maerz. Continental trade to Europe? 
Mr. Cocke. Continental Europe, both outbound and westbound, 
As I have said in my statement, Mr. Maletz, I think with this in. 

vestigating body that has been put in, in the Westbound Conference, | 

think that has cleared up conditions pretty well. 

Mr. Maerz. What form is utilized generally at the present time 
to make rebate payments? . 

Mr. Cocke. In the form of reduced rates and in the form of com- 
missions which may be split. 

Mr. Maerz. Are these malpractices taking place generally in the 
United States or in Europe? 

Mr. Cocke. I think very few violations, if any, are in the United 
States. 

I think these violations, rebates, or refunds are in foreign countries, 

Mr. Materz. In foreign countries. 

Now, despite these facts, these very lines, I take it, which have been 
engaged in rebating practices have been urging Congress to legalizea 
deferred rebate system ; is that correct ? 

Mr. Cocke. I wouldn’t exactly say that they have been urging Con- 
gress to do it. I say that they have favored a deferred rebate system 
which would be given to all and not given to just a few. 

Mr. Maerz. And haven’t other lines been urging Congress to make 
permanent, the present interim legislation covering dual rates without 
any legislative safeguards whatsoever ¢ 

Mr. Cocker. Maybe a few have done that, but I don’t think that the 
American lines, as a whole, have urged that. 

Mr. Materz. Have you been satisfied, Mr. Cocke, with the record of 
enforcement of the Federal Maritime Board, say, for the past 10 or 12 
years? 

Mr. Cocke. No; I have not. 

Mr. Maerz. Do you think it is desirable for Congress to oe out 
in legislation specific standards and mandates for the Federal Mari- 
time Board ¢ 

Mr. Cocke. I do, up to a certain extent. Of course, I hope that it 
is not to the extent that is going to make it impossible for us to live 
with it. 

Mr. Materz. Do you think that one of the difficulties is that the 
Federal Maritime Board possibly has been delegated by the Congress 
an undue amount of discretion ? 

Mr. Cocke. At times they say they haven’t had enough discretion. 

Mr. Materz. Do you think that one of the difficulties is that the 
Federal Maritime Board has not only regulatory responsibilities, but 
also responsibility to promote the merchant marine and to hand out 
subsidies ¢ 

Mr. Cocker. They have had both. 

Mr. Maerz. They have had both. 

Do you think that is one of the difficulties? 

Mr. Cocker. Well, I think one of the difficulties may be put back 
on the lack of appropriations; that they have not had sufficient appro- 
priations to have the proper staff. 

Mr. Matrrz. But do you think that this dual responsibility of the 
Federal Maritime Board. the responsibility, on the one hand, to act as 
a regulatory agency, and, on the other hand, to be engaged in promo- 
tion and subsidy operations, has caused difficulty in the Maritime 
Board enforcing properly the provisions of the Shipping Act ? 
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Mr. Hourzman. Do you think it renders the Maritime Board ineffec- 
tual, in other words; is that it ? 

Mr. Maerz. Yes; that is correct. 

Mr. Cocke. I think the Federal Maritime Board could be effective, 
if they divided the authority, and if they had sufficient personnel to 
dothe job, and I speak of a little knowledge. 

Mr. Materz. Yes, sir. 

Mr. Cocke. I worked for the Shipping Board from a part of 1918- 
19 to 1926, and I know that every time Congress met—not every time— 
but they cut the appropriations and I had a pretty difficult job in 
New Orleans. At times my staff was cut by one, two, or three, and 
we had difficulty doing the job we were supposed to do. 

I think that has gone on through the years. 

Mr. Maerz. Do you think it would be desirable for the Congress 
or for the President, by way of submitting a reorganization plan, to 
effect a divorcement between the regulatory functions of the Maritime 
Board and its promotional and subsidy functions ? 

Mr. Cocke. Mr. Maletz, I wouldn’t want to make a curbstone opin- 
ion of that. 

I say this: That the bureau of regulation, or the regulatory, should 
be propertly staffed and properly supervised, regardless of whether 
it was a separate division or might be a part of the other, as long as it 
was properly done. 

Mr. Maurez. And you feel it is not properly staffed at the present 
time ? 

Mr. Cocks. They have increased their staff, but I will say this for 
them: That they have had one large job with a big backlog since 
these investigations started. 

Mr. Maerz. When I say “properly staffed,’ Mr. Cocke, I wasn’t 
referring in any way to the quality of personnel there. 

When I say “proper staffing,” I am talking in terms of the number of 
people they have available. 

Mr. Cocke. With the work they have to do, in my opinion, they 
could use more, to good advantage. 

Mr. Stneman. Is it not a fact, Mr. Cocke—if we can turn to the 
causes for these malpractices that you have been talking about—is it 
not a fact that during the past 2 years there has been a decreasing 
— of rate competition against the conferences by the Isbrandtsen 

0. ! 

Mr. Cocke. The Isbrandtsen Co., yes; by Isbrandtsen Co. Isbrand- 
tsen has announced that they are going to be more.or less con- 
ference people on account of the association or purchase of the Export 
stock. But where Isbrandsten has gone out of the picture, you might 
say, almost entirely as an independent line affecting regular line com- 
petition, the outside, unregulated or unrestricted, cutrate, foreign lines 
have come into the picture. 

We have a situation today in the Mediterranean where there are 
almost as many regular, outside lines as there are conference lines, 
ind the same things in other trades. 

Mr. Sineman. Where would you say the malpractices are the 
heaviest ? 

Mr. Cocke, What was that ? 

r. Srneman. Where would you say the malpractices are the 
heaviest, the greatest number, the most severe degree of malpractice? 
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Mr. Cocke. I would say that they have occurred to a greater extent 
in Europe than anywhere else. 

Mr. Sineman. In westbound? 

Mr. Cocke. Both westbound and eastbound. 

Mr. Stneman. Have there been an increasing number of noncon. 
ference operators in those trades ? 

Mr. Cocke. To continental Europe you have had the Vinke Line, 
which is an offspring from Isbrandtsen. Isbrandtsen started its sery- 
ice in the gulf with American-flag vessels and took over the agency 
of Vinke Line, a Dutch-flag line. They started with one ship a month, 

They have two to three ships a month today. They operate just as 
good service as many conference lines, but have a cutrate proposition 

In the last several years, you have lines that are here for several 
months and then they may disappear. These lines are not exactly 
tramp lines. 

They will take a nucleus of certain types of cargo and operate a semi- 
regular service. 

So the competition has increased within the past 2 years to con- 
tinental Europe, and increased a great deal to the Mediterranean. 

Mr. Stneman. Nonconference competition ? 

Mr. Cocke. Nonconference, so-called, liner; nonconference, not 
tramp. 

Mr, Sineman. Would you say the malpractices being engaged in 
by conference members are aimed at these nonconference operators! 

Mr. Cocke. I think that has had some effect, yes. 

Mr. Stneman. Let us take the trade to Japan. 

Are there any nonconference operators in the Japanese trade today! 

Mr. Cocke. Yes. 

Mr. Stneman. That were not in existence 2 years ago? 

Mr. Cocke. Yes. 

Only recently, one came in, in about 2 months ago, the Saber Line. 
I think the name “Saber” is very appropriate because they are cutting 
our throats. 

Mr. Stneman. They are operating in the gulf to Japan, are they! 

Mr. Cocks. They are operating from the North Atlantic and the 
gulf to Janan, also India. They have indicated they will go to 
Timbuktu, if they can get the cargo. Then you have the Marchessini 
Line which is operating a more or less regular monthly service to 
Japan. 

You have the Chinese lines. the China National and the China some- 
thing else from Formosa. They are putting on ships in competition. 

Mr. Stnemavy. Is it not a fact that one of the prime causes of mal- 
practices is the mistaken belief by steamship freight solicitors that 
their competitors are doing the same thing? 

Mr. Cocke. That could be. 

Mr. Stneman. Is there not a general tendency, Mr. Cocke, from . 
your experience, is there not a general tendency on the part of pro- 
fessional freight solicitors to accuse competitors of rebating as an 
alibi whenever they lose an important piece of cargo? 

Mr. Cocke. That is only human nature. 

Mr. Streman. Would you not say that it would be fair to comment 
that if these freight managers throughout the industry were more 
diligent about keeping their own skirts clean, rather than worrying 
about their competitors, that there might be less malpractices? 
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Mr. Cocke. That is our theory anyway. That is what we do. 

Mr. Stneman. Do you think that the mere existence of effective 
machinery for discovering the existence of rebates and other mal- 
practices would have an effect in discoura ing them ? 

Mr Cocke. Let me hear that again. Wi | you repeat that? 

Mr. Stneman. Do you think that the mere existence of effective 
machinery for discovering the existence of rebates and other malprac- 
tices would have an effect in discouraging them ? 

Mr. Cocke. I don’t think the mere existence of it. I think you are 
going to have to have machinery that is going to actually work. 

The CuarrMAn. You are suggesting a neutral body? Is that the 
machinery that would work? 

Mr. Cocke. I think it would. 

I don’t think, Mr. Chairman, that in international trade that any- 
thing is going to be 100 percent perfect. But I think in putting in ° 
an independent body, that is going to have a big effect. 

As I say, people have got to be honest and aboveboard to make 
anything work. I do believe, though, that by the impetus of a neutral 
body and further tightening up of things, that we will have, toa great 
extent, the desired effect. 

The Cuatrman. Let us get back to that neutral body. We discussed 
a little bit of it before we went to lunch. Do you still think that some 
accountancy firm might appropriately be set up as a neutral body ? 

I take it, that is the gist of how you would meet the problem, is 
that not right ? 

Mr. Cocke. I think a good accounting firm or, as I also said, a 
good investigating firm with the proper people in it, will do the job. 

The CuHarrman. Now, how much, for example, would each member 
of the conference put up as the sort of earnest of good faith and the 
guarantee that they would abide by the terms of the conference? 

Who would determine that amount ? 

Mr. Cocke. The conference, itself, or I would have no objection 
to the Board setting the standards in that regard. 

The Cuarrman. What was that? 

Mr. Cocker. I would have no objection to the Board setting up a 
standard of what it thinks should be the penalty. 

The CHarrman. Let us assume you had a conference and a steam- 
ship company which had contributed, say, $50,000 was fined $75,000. 

Would they have to pay an additional $25,000 above its earnest 
money ? 

Mr. Cocke. If he was fined that much I think that the neutral body 
agreement could take care of that. 

The CHarrMan. Let us ask the question again. 

What would happen to that $75,000 that it paid in? 

Mr. Cocke. Wall, we would pay the expenses of the neutral body, 
whatever those expenses amounted to, and the balance of it, as de- 
cided, I think, would be divided among the other members of the 
conference. 

_ The Cuatrrman. Would, then, the offending company have to re- 
instate its earnest money or the part that was taken from them ? 

Mr. Cocke. Yes, sir, they would. 

The Cuarrman. For the penalty? 

Mr. Cocke. Yes, sir. 
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The CHatRMAN. Suppose they would not do it. What would 


ee 
Mr. Cocke. We would throw them out of the conference. 

The Cuarrman. They would be out of the conference ? 

Mr. Cocke. Yes, sir. 

We had this arbitration that I had in mind, which I included in my 
statement; that particular conference had a penalty, as I recall, of 
$10,000. 

This line was fined $10,000, and they did not pay through their 
penalty deposit, but sent a check for the $10,000, so their $10,000 
penalty deposit remained. 

The Cuatrman. Assume that you have your conference and a steam- 
ship company has violated the terms of the conference, been penalized, 
and the amount of penalty has been taken from the earnest money. 

Could the Federal Maritime Board then proceed against that offend- 
ing company, in addition ¢ 

Mr. Cocke. I, as a layman, think that under the present law if 
you violate the Shipping Act or violate the laws of this country, 
the Maritime Board can go against that line. But I do think this: 

That that should be mitigated to a certain extent. 

The Cuarrman. I was interrupted by Mr. Maletz. In other words, 
you say that they could or could not proceed ? 

Mr. Cocke. I think they can. 

The CuHarrMAn. What is that ¢ 

Mr. Cocker. I think they can. 

The Cuarrman. They can / 

Mr. Cocke. Yes. 

I don’t think, Mr. Chairman, that the Board has adequate disere- 
tion unless you would change the law and give the Maritime Board 
the necessary discretion, or unless they take the.discretion upon them- 
selves to say: “All right, now, that $25,000 fine by the conference is 
the end of it.” 

But that is one of the features which must be straightened out. 

The Cuatrman. Do you think Congress could substitute the judg- 
ment of the neutral body for the judgment of the Maritime Board! 

Mr. Cocke. I don’t think so, but some consideration should be 
given that. 

In other words, if the neutral body assesses a penalty against a 
line for violation of the conference agreement, which, in turn, is 4 
violation of some section of the Shipping Act, and they are fined 
$25,000, and the Maritime Board says: “Well, that would have been 
our fine,” then I think the Maritime Board could say: “All right, 
you have been fined $25,000. We are not going to fine you any more.” 

The Cuairman. Now, suppose a complaint is filed and the neutral 
body gives the alleged and charged company a clean bill of health 
and the Maritime Board says: “No, that is outrageous.” 

Would the Maritime Board have the right to proceed, despite that 
whitewashing ¢ 

Mr. Cocke. I should say they would. 

The Cuarrman. Then you would have something in the nature of 
double jeopardy ; would you not ? 

Mr. Cocke. You would. 

The Cuarrman. And you would be willing to abide by that? 
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Mr. Cocker. As far as Lykes is concerned, we would, but a large 
part of the industry would not. 

Mr. Stneman. Mr. Cocke, why do you feel that the Federal Mari- 
time Board could not. do this kind of policing? 

Mr. Cocke. I think that they would have to have a very, very tre- 
mendous staff to police it, and I believe a private neutral body could 
probably do as good if not a better job. 

Just like I think sometimes a private detective in plain clothes 
can do a better job than a policeman in uniform. 

Mr. StNeman. But whoever does the investigating, it is going to 
have to be a large staff, apparently ¢ 

Mr. Cocke. If you have an independent investigator or neutral 
body, I think it is going to have a pretty good staff; that is quite true. 
But I think it is going to concentrate on that particular proposition ; 
whereas, the Maritime Board would be scattered all over. 

Mr. Stneman. If the Federal Maritime Board were relieved of 
its subsidy duties, and other promotional functions, would it not be 
able to concentrate more effectively on preventing malpractices ? 

Mr. Cocke. Well, I think, whether separated or not, that they have 

ot to concentrate more in the regulatory part of it than they have 

en doing. And I think as of the last year they have been doing 
that. 

But they have had such a backlog, I think it is very difficult for 
them. 

Mr. Stneman. Would you say that among the malpractices now 
occurring, that they are Sing practiced more by foreign lines than 


American lines, or do you think it is about even among all of them? 
Mr. Cocke. That is pretty difficult for me to answer. I would say 


if you look over the testimony in the Celler subcommittee hearings, 
you have had more American witnesses than you have had foreign. 
i would say in that case there are probably more by American 
ines. 

You know, it is very difficult, as you all know—and I am very frank 
about these things—where there is smoke there is usually fire. There 
is a lot of circumstantial evidence that we have which may not be 
correct. I am not saying that everything we get along certain lines 
iscorrect. 

So it is very difficult for me to answer your question, to that extent. 
I would say, as I said before, that there is more of this going on in 
foreign countries than it is over here. 

Mr. Stneman. I take it one of the major objections to having the 
Federal Maritime Board police malpractices, in general, is the ques- 
tion of extraterritorial jurisdiction of the Martime Board abroad; 
is that not correct ? 

Mr. Cocke. I think so. 

Mr. Stneman. Now, there is not that kind of problem with Ameri- 
can-flag steamship lines; is there 

Mr. Cocke. No; there certainly is not, as you well know from the 
documents you have taken from our and other files. 

Mr. Stneman. That is correct. 

So the problem really arises with respect to access to documents 
of foreign-flag steamship lines located abroad; isn’t that right? 
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Mr. Cocke. I think it is that to a great extent. 

Mr. Stneman. Is it your view that foreign steamship lines would 
be more willing to accept inspection from an impartial, neutral body 
than they would from a U.S. Government agency ¢ 

Mr. Cocke. I believe they would. I think the Government agency 
scares them. 

The Cuarrman. Mr. Cocke, the situation now is, according to the 
testimony, that despite the Federal Maritime Board having the right 
to breathe hot air down the necks of the carriers, we have all these 
violations. 

If voluntary agencies or neutral bodies are set up by way of self. 
regulation, would there be any greater respect for the shipping laws! 

Mr. Cooke. Mr. Chairman, I am inclined to believe there will. 

The CuatrmMan. You have said it a number of times, but I cannot 
see the reasons for it. 

If there is no desire on the part of shipping companies to abide 
by the statutes when they have in the offing severe penalties, severe 
sanctions that can be invoked by the Federal Maritime Board, and 
despite those sanctions they go their merry way, thumb their nose 
at the statutes, at the Congress and so forth, how in thunder would 
we expect, or could we expect, any greater respect for those statutes 
by setting up a self-regulatory body ¢ 

I do not want to pass judgment by asking that question. I am 
simply propounding the question to elicit your reasons, sir. 

Mr. Cocke. I have had experience in the shipping business for a 
long number of years. 

I think that in certain trades these malpractices have grown up to 
a certain extent by competition, outside competition, bad cargo con- 
ditions, and the fact that the 1916 Shipping Act has been in effect 
for a very long time that people, to a great extent, got very careless. 

You have a situation in Europe, in certain countries in Europe, 
where a rebate or a refund has not appeared as serious to them as it 
has to others. 

The Cuarrman. That being the case, how can we reform those 
who are on that side of the ocean and who are doing business in our 
waters ¢ 

Mr. Cocke. In many, many trades, Mr. Chairman, you did not have 
a very stiff penalty deposit put up. You did not have a chance of 
a man paying out a lot of money, and I think one of the big deter- 
rents to enforcement, and of people doing the right thing, was this 
one case that I hate like the dickens to harp on—it is the Fabre case— 
where there was so much involved and not a thing was done about it. 

The Cuairman, Mr. Cocke, we had here this morning—you may 
have heard the testimony of the very distinguished gentleman who is 
head of the operations of the Cunard Line in New York. 

He spoke of the hundred years of practice of berthing, and who 
refused to give an answer as to whether or not—or perhaps he could 
not give an answer as to whether or not—our laws, or statutes, super- 
seded English customs which might be embedded in 100 or 200 years 
of practice concerning berthing. 

If he looks upon his customs as being more sacred than our laws, 
how in thunder would he, for example, be inclined to respect. those 
laws to a greater degree if we had self-regulation ¢ 
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Mr. Cocke. I think after this hearing, that the situation is going 
to change a whole lot, as far as that particular line is scone. 

I would like to say right there we have dealt with the British in 
the United a trade since 1918. 

We have had a pooling agreement with the Harrison Line since 
1932, and I do not know of a single case, with one minor exception, 
where there has been any malpractice in the United Kingdom trade 
from the Gulf to Europe. 

There has been, as was brought out by your committee, the possi- 
bility of failing to file an agreement. But as far as rebates or refunds, 
they have not been in effect in the United Kingdom trade. 

The Chairman. I complimented the gentleman from the Cunard 
Line, Mr. Daly. 

I said we find no rebating 

Mr. Cocke. I can only account for it in this way: 

That it was just gross carelessness on their part. I mean I cannot 
account for it, because the British, as a general proposition, live up 
to the laws of the country. 

The CuHatrMAN. Would you call it carelessness or amoral conduct ? 

Mr. Cocke. Knowing and feeling the intense honesty of the British, 
I would say that it was carelessness that I can’t understand. I mean 
I don’t understand it. 

The CuarrMAN. It strikes me that they have done it so long and 
it has been so embedded, that idea has been so embedded in their oper- 
ations, that it comes natural to them. 

Mr. Cocke. On the other hand, Mr. Chairman, I would like to 

int out this: We have had experience with a number of British lines. 
Ve have a signed agreement which is not quite as long as the Shipping 
Act. And I have never found, except this one minor exception, any 
violation or any intent to do otherwise than what they have agreed to. 

I mean it really is hard to understand. I don’t think that they did 
it with any intent, in my humble opinion, to violate the law. 

The CuarrmMan. That does not excuse them. 

Mr. Cocke. I know it doesn’t excuse them. 

The Cuatrman. Because they had no intent. 

Mr. Cocke. Just like, as you well know, we failed to file a little 
agreement when we talked about a rate matter. It doesn’t excuse 
us, but I think the intent has a lot to do with it. 

Mr. Stneman. Mr. Cocke, I take it from your statement that you 
are of the view that it would be advisable for Congress to enact some 
statute which would require that conferences enter into a neutral 

y agreement as a prerequisite to approval of their conference 
agreement by the Board; is that correct ? 

Mr. Cocker. I do, Mr. Singman, if under the present setup of the 
Maritime Board they do not have the necessary authority. 

I think it would be best to spell it out in a simple statute. 

Mr. Stneman. But you think that whether it be done by statute or 
by Board order, that there ought to be a requirement that all con- 
ferences, whether or not they have a tie-in arrangement, should set 
up a neutral body as a prerequisite to approval of their conference 
agreement ? 

Mr. Cocxr. Except in a conference where, as I said, there may be 
two members where the Board is convinced it is not necessary. 
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Mr. Stneman. Would you be in favor of establishing separate 
neutral body machineries for each of the 113 conferences ? 

Mr. Cocks. No;I wouldn’t. I don’t think that is necessary. 

Mr. Stneman. How else would you do it? 

Mr. Cocke. You might do it this way, as I said this morning. We 
have five Gulf conferences. : 

Establish a neutral body and all five conferences, if they saw fit, 
could hire the one neutral body. 

The CHatrmMan. Suppose they would not merge or amalgamate! 
What would happen? How could you knock their heads together? 

Mr. Cocke. We would not amalgamate. You would have five sep- 
arate conferences still and each conference—if one conference ap- 
pointed the Jones Investigating Co., there is nothing to prevent those 
other four conferences appointing the Jones Investigating Co. 

The CHarrMaNn. You say there is five in the Gulf; is that it? 

Mr. Cocke. Yes, sir. 

The CHarrMan. Suppose those five present conferences would not 
merge one with the other? What would you do? 

Mr. Cocke. They would appoint separate neutral bodies then. 

The Cuarrman. They would what? 

Mr. Cocke. Appoint different neutral bodies. 

The Cuarrman. Different? 

Mr. Cocker. Yes. 

The Cuarrman. The five would ? 

Mr. Cocke. For example, I envision this: You have a number of 
conferences operating tothe Far East. 

Some go to certain sections; some go to others. 

Well, the situation in the Far East, while not absolutely similar, 
it is somewhat alike. 

You might say that those five conferences that operate to the Far 
East, they might elect each one to hire the same neutral body. 

The Cuatrman. Have you thought of the idea, if you set up these 
neutral bodies, of having the Federal Maritime Board appoint the 
heads of the neutral bodies or at least appoint one, and then let the 
conference appoint two more? 

Mr. Cocke. No. 

The Cratrman. There would be some liaison between the Federal 
Maritime Board and the conferences? 

Mr. Cocke. I think the conferences on their own should appoint 
their own neutral body. If the neutral body is approved, the system 
is approved by the Federal Maritime Board and they authorize the 
appointment of a neutral body, I think it is up to that conference 
to appoint their own neutral body. 

I don’t think that the Federal Maritime Board should do it unless 
they havesome objection to it. 

The CHatrman. Who pays the salaries of the neutral bodies or 
the compensation or fees ? 

Mr. Cocke. I think it all depends on what they do. They might 
have a very small case, employ a small number of people, and it would 
last only a short time. 

The Cuarrman. You would have to have an office, would you not! 

Mr. Cocke. Sir? 

The Cuatrman. You would have to have an office and a staff? 
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Mr. Cocke. Yes. Well, there are a lot of organizations that have 
offices in Washington, offices in New York, San Francisco, and New 
Orleans. 

The CuairMAN. Would each conference have their own counsel, too ? 

Mr. Cocke. We have a counsel now. 

The CuarrMANn. Each one has a counsel ? 

Mr. Cocke. Yes,sir. But they are only paid when they work. 

We don’t have them on retainer. 

The CHarrMAn. Lawyers work overtime, don’t they ? 

Mr. Stneman. Mr. Cocke, would you be in favor of establishing 
three or four separate neutral bodies in the United States, say, one 
at New York City having authority over all conferences entering or 
leaving Atlantic Coast ports north of Hatteras, one at New Orleans 
for gulf, and South Adantic ports, one at San Francisco for Pacific 
coast ports, and perhaps one at Chicago for Great Lakes ports! 

Mr. Cocke. Mr. Singman, that might work. I personally lean 
towards having neutral bodies for various trades, rather than for 
localities. 

You might have a conference, for example, take the Far East Con- 
ference ; that embraces the North Atlantic, South Atlantic, and gulf. 

You wouldn’t want a neutral body that would control the North 
Atlantic end of it and another neutral body to control the gulf end 
of it. 

But I think that on the basis of trades, it would work out better. 

But, as I say, we have no set ideas as to how it should work out. 
We do favor independent neutral bodies to be worked out based on 
how the trade works out. 

Mr. Stneman. But, of course, the mechanics are very important 
when it comes to establishing something of that kind, and it would be 
helpful if we could get some suggestions. 

Mr. Cocke. My suggestion right now, as I said before: First, inde- 
pendent neutral bodies. And, second, neutral bodies to be set up 
according to trades. 

I would say that Lykes right now would favor a neutral body for the 
five conferences we are members of in the gulf. 

The Cuatrman. Is there any other industry or gigantic endeavor 
that has anything like this neutral body ? 

Baseball, of course, has something like it. 

Mr. Cocke. I don’t know of any, Mr. Chairman. 

The CuarrMan. In the form of a czar. 

Mr. Hottrzman. Can we find out if we have any applicants ? 

The CuarrmAn. I think the IATA, the International Air Trans- 
port Association, has enforcement machinery. They have a right to 
fine their members. 

I do not know to what degree, though. 

Mr. Cocks. I know of certain associations, shipers’ associations, 
that have committees that can fine their members, based on violations 
of the rules and things of that kind. 

The Cuarrman. May I commend that you look into that, Mr. Cocke, 
to see how they are set up, because it strikes me that they have a 
rather elaborate method and employ a great many people. 

They cover all the lines; that is, all the lines that are members of 
the—how shall I put it—members of the Warsaw Treaty. 
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It. takes in all the foreign lines, foreign-flag carriers, and the 
American carriers. 

Mr. Cocke. I will be glad to. 

The Cuarrman. That is one group—— 

Mr. Cocker. Yes. 

The CuarrMAN (continuing). Which supervises the operations of 
all the others. 

Mr. Cocke. I think that would be very cumbersome. 

The Cuarrman. They doa fairly good job. 

Mr. Cocke. I will be very glad to look into that. I do know that the 
airlines have pretty close inspection. The other day flying up to 
Washington my baggage was a couple of pounds over. 

The man apologized very re He said: “I am sorry, I am 
going to have to give you an extra bill. We can’t tell when these 
inspectors are going to look us up.” 

So I paid the extra baggage fare. 

Mr. Reende I understand, Mr. Cocke, that one of the neutral 
body agreements contains a provision that in the event the neutral 
body determines after investigation that a carrier has not committed 
a malpractice, that the complainant must bear the cost of the investi- 
gation. 

Would you be in favor of such a provision ? 

Mr. Cocke. No, I would not. 

Mr. Streman. Why not? 

Mr. Cocke. You might have very, very good reason in the interests 
of—the old expression—the commerce of the United States and mee 
rity of the conference to honestly give the information you have. It 
might turn out wrong. I don’t think that provision would be fair. 

Mr. Stneman. Doesn’t such a provision really result in almost in- 
suring that there would be no complaints ever filed by a small shipper 
ora small carrier ? 

Mr. Cocke. I would think so. I think that would be a deterrent to 
filing complaints or information. 

Mr. Stneman. I take it, then, you feel that the Maritime Board 
should not approve any agreement of that kind? 

Mr. Cocke. I don’t believe they would. 

The CuarrMan. Any questions? 

Mr. Peet? 

Mr. Peer. Mr. Chairman. 

Mr. Cocke, is it not true that the member lines of a conference have 
a direct interest in inhibiting malpractices in that conference? 

Mr. Cocke. Will you repeat that ? 

Mr. Peer. Is it not true that member lines of a conference have 4 
direct interest in inhibiting malpractices within that conference? 

Mr. Cocke. That is right. 

Mr. Prer. Would it not be fair to say that most conferences, or 
most lines, operating in the foreign commerce of the United States 
would prefer to see a commerce free from malpractices ? 

Mr. Cocke. I think they would. 

Mr. Peer. Yet, it is also the case that the Federal Maritime Board 
has not effectively been able to police malpractices in the industry 

Mr. Cocke. Yes. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 141 


Mr. Pret. Now, is this partly due, do you believe, to the fact that 
the lines affected have failed to complain to the Federal Maritime 
Board about the existences of such malpractices ? 

Mr. Cocke. Yes. 

Mr. Peer. Why do you feel that the neutral body system would af- 
ford a more effective means of policing malpractices in the shipping 
industry ¢ 

Do you believe that the lines would be more willing to complain? 

Mr. Cocke. I think that the neutral bodies would be an instrument 
of the conferences themselves, and for that reason I would say that 
they would be more prone to—it is not a question of trusting the neu- 
tral body but feeling that there would be a different type of investiga- 
tion. 

Mr. Peer. A different type of investigation ¢ 

Mr. Cocke. Well, a different type of investigation. I meant not a 
prolonged one, not one lasting a number of months; one that would 
not be as costly as a Federal Maritime Board resulting in hearings 
and things of that type. 

Mr. Peer. And do you believe that for a neutral body system to 
work effectively, it would have to be a system which would work 
speedily and expeditiously ¢ 

Mr. Cocks. Absolutely. 

Mr. Peer. To produce the result. 

Do you believe that a neutral body system could work effectively if 
there was no recognition by the Federal Maritime Board of the prob- 
lem of double jeopardy ? 

Mr. Cocke. I think a neutral body, an independent neutral body, 
set up along lines that will permit the investigators in the neutral body 
to look at records and go from top to bottom of it, would have a good 
effect, would have the proper effect, whether you had double jeopardy 
or not. 

Mr. Peer. Do you believe that a significant portion of the steamship 
community would be reluctant to join in forming neutral bodies if 
they had a fear of a second penalty following a punishment by the 
body, itself ? 

Mr. Cocxr. Even today some such proposed neutral bodies have 
been submitted to the Board. 

_In conferences we belong to, a number of lines, a large number of 
lines, have said if the double jeopardy goes in there, they will have no 
part of the neutral body. 

In other words, that has got to be, in my humble opinion, there must 
be some middle ground as far as this double jeopardy is concerned. 
Otherwise, it is going to be difficult to put it in and make it work. 

Mr. Peer. Have you given any thought to the possibility of the 
Congress authorizing the Board, or vesting the Board with supervisory 
powers over the neutral body system while, at the same time, obviating 
any danger of double jeopardy if the neutral bodies perform reason- 
ably and expeditiously the function of punishing malpractices? 

Mr. Cocke. My view is this: That we should be given the opportu- 
nity of self-policing. I don’t think we should have hanging over our 
head supervision by the Maritime Board. 

I think the Maritime Board should set up the pattern of a neutral 
body, bearing in mind some middle ground on this double jeopardy, if 
it can be worked out, but let the lines see what they can do. 
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Mr. Peer. Do you believe that the Board is presently vested with 
sufficient powers to obviate the double jeopardy difficulty. 

Mr. Cocker. I frankly don’t know. I don’t see anything in the 
Shipping Act that would prevent them from doing it, but it may bea 
matter of law, constitutional law, and I wouldn’t feel qualified to say, 
but I think that they should try to find some means to do that. 

Mr. Peer. Is there any group within the industry which is studyi 
this problem as to whether or not a delegation might constitutionally 
be made to allow the Board to confer this authority on the neutral 
body ¢ 

Mr. Cocke. I don’t know. 

Mr. Peer. Is there such a thing as a short form neutral body agree- 
ment ? 

Mr. Cocke. Yes, there is. 

Unfortunately, I don’t have it with me. It is this investigator 
form, and I will be very glad to furnish copies for the committee. 

Mr. Peer. Will you submit one for the record ? 

Mr. Cocke. I will be glad to. 

(Subsequently, Mr. Cocke supplied the investigator form, which 
appears at p. 148.) 

Mr. Peer. One other point on this effectuation of neutral bodies. 
Is it fair to say that unless there is a change in the Shipping Act, or 
the regulations governing the Board relating to the use of circum- 
stantial evidence to prove malpractices, that the Board could never 
effectively police against malpractices ? 

Mr. Cocke. As I understand it, under the present rules that the 
Board is governed by, in a hearing where a party is accused of re- 
bates, of violations of certain sections of the Shipping Act, they will 
not consider circumstantial evidence. We had this particular case 
in which we were convinced, and so was the Board and its staff con- 
vinced, that these violations occurred. But there was no documentary 
evidence, and the Board in that decision ruled that they could not find 
this line guilty. 

Mr. Peer. And is it your opinion that most malpractices can only 
be proved by circumstantial evidence ? 

Mr. Cocke. I would say that in 999,999 cases out of a million that 
you wouldn’t get anything but circumstantial evidence—maybe not 
quite that much. 

Mr. Peer. Changing the subject of the discussion, is it your ex- 
perience, Mr. Cocke, that foreign lines make a distinction as to the 
coverage of the Shipping Act between inbound and outbound traffic! 

Mr. Cocke. Some foreign lines that I know of contend that com- 
merce coming from their country, from their foreign country to the 
States, is not covered by the Shipping Act. 

Mr. Peer. Would you care to name any of those companies for the 
record ? 


Mr. Cocke. Well, I would prefer not to. But there are some that 
do. 

Mr. Peer. Has the Federal Maritime Board, in any way that you 
know, recognition to this distinction in the inbound trade? 

Mr. Cocke. As far as I know, the Federal Maritime Board contends 
that westbound traffic or homeward traffic comes within the purview of 


the Shipping Act. In other words, they are just as amenable to the 
law as outbound traffic. 
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Mr. Peer. One further question. 

Are there any American outside independents operating now that 
Isbrandtsen has changed its policy as an independent ? 

Mr. Cocke. As far as the trade that we are in, and as far as my 
knowledge, I would say definitely not. 

The only outsiders that we have left now are the foreign outsiders. 

The Cuatrman. Thank you very much, Mr. Cocke. 

I want to express the gratitude of the committee and the members 
of the staff for your helpfulness and your most courteous cooperation. 

Mr. Cocke. Thank you, sir. 

The CuatrMan. The witnesses tomorrow are as follows: Mr. Ed- 
ward Bransten, chairman, Steamship Conference Committee, Pacific 
Coast Coffee Association; Mr. I. Kannuchi, general manager, New 
York branch and Mr. R. O. Flood, freight traffic manager, San Fran- 
cisco branch, Nippon Yusen Kaysha. 

And with that, we will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 3:55 p.m., the committee recessed, to reconvene at 
10a.m., Wednesday, March 8, 1961.) 

(The statement referred to at p. 128 follows:) 


Mr. Chairman, members of the subcommittee, and your staff, it is a pleasure 
to appear here today in response to your request of February 18, 1961. I am 
appearing in my capacity as vice president, Traffic, Lykes Bros. Steamship Co., 
Inc., with headquarters in New Orleans, La. 

You have asked me to report to you what action the Gulf Conferences, of 
which there are five in all, and the conferences in general, have taken concern- 
ing malpractices, particularly on the establishment of neutral bodies. 

Lykes Bros. Steamship Co., Inc., is a member of about 30 conferences, cover- 
ing both outbound and inbound traffic from and to the United States. To the 
best of my knowledge, we are presently members of all conferences existing in 
trades in which we operate. We are strong believers in conferences, and, as 
previously testified, we feel that some form of a tying-in system, whether dual 
rates or fidelity commission, is essential to the welfare of all interests, includ- 
ing those of shippers and receivers, when such conferences are properly 
conducted. 

REPORT OF CONFERENCE NEUTRAL BODY PROGRESS 


The following conferences now have FMB-approved neutral body systems: 

(1) Trans-Pacific Freight Conference of Japan (FMB Agreement No. 150; 
neutral body amendments approved March 12, 1959). 

(2) Japan-Atlantic & Gulf Freight Conference (FMB Agreement No. 
3103 ; neutral body amendments approved March 12, 1959). 

(3) West Coast of Italy, Sicilian and Adriatic Ports/North Atlantic 
Range Conference (FMB Agreement No. 2846; neutral body amendments 
approved September 6, 1960). 

(4) Mediterranean/North Pacific Coast Freight Conference (FMB Agree- 
ment No. 8090; neutral body amendments approved November 16, 1960). 

We do not want to burden the record with copies of these approved neutral 
body agreements. ‘They can be readily obtained if the committee desires to make 
a study of them. 

It is my understanding the following conferences have filed with the FMB 
proposed neutral body amendments to their organic agreements, but, as yet, the 
Board has not taken final action,on them: 

¥ ean} American West African Freight Conference (FMB Agreement No. 

(2) Far East Conference (FMB Agreement No. 17). 

(3) Pacific Coast European Conference (FMB Agreement No. 5200). 

(4) West Coast of India and Pakistan/USA Conference (FMB Agree- 
ment No. 8040). 

(5) Pacific Westbound Conference, which operates from U.S. Pacific 
coast ports to Far East destinations. 
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With regard to the first four of the above neutral body agreements, it is our 
understanding that the chief reason final approval has not been given is that 
these agreements do not contain the following Board-required provision : 

“A full and complete report, except for the name of the complainant, of the 
final disposition of each complaint reported under this article shall be furnished 
to the Federal Maritime Board, Washington, D.C., by the Chairman or other 
person performing the functions of Chairman pursuant to this article.” 

Many other conferences are actively considering proposals to adopt neutral 
bodies, and I will comment on the activities of the five gulf conferences of which 
we are members, and with which I am closely associated, pertaining to the nev- 
tral body or related plan. A key conference in this group, due to membership, 
trade routes, competition, etc., is the Gulf/French Atlantic Hamburg Range 
Freight Conference, which has considered such a plan for some time. The ques- 
tion of the neutral body or related plan was first placed before the five confer. 
ences, including the one just mentioned, at a meeting of the conferences held iff 
New Orleans shortly after my testimony before your committee in late October/ 
early November 1959. With my letter of December 17, 1959, I forwarded yon 
copy of memorandum from the Gulf Associated Freight Conferences, dated De. 
cember 11, 1959, which outlined the views of the various conferences. While 
the five gulf conferences have not, as yet, adopted a neutral body, the membership 
of these conferences, with one or two exceptions, is in favor of a system of self- 
regulation, and they feel that a neutral body or related plan should be adopted. 
The Gulf/French Atlantic Hamburg Range Freight Conference has definitely 
agreed to this proposal, but the conference has not been able to agree on the form 
of the neutral body. A majority of the lines favor a short form, which, briefly, 
calls for the employment of a permanent investigator reporting to a committee 
of three members of the conference, who—after reviewing the results of the 
investigator’s handling—will have the right to assess a fine against the line or 
lines found guilty, and this investigating or policing agreement (which must be 
incorporated in the official conference agreement by an amendment) does not 
provide for a réport to the FMB. 

The Gulf/Mediterranean Ports Conference is in favor of a neutral body or re- 
lated plan, and the neutral body form approved by a minority of the Gulf/French 
Atlantic Hamburg Range Freight Conference has been submitted to the prinei- 
pals for consideration. 

The Guif/Scandinavian & Baltic Sea Ports Conference is a small conference, 
composed of four members, and all lines in the conference, with the exception 
of one, are in favor of a neutral body. 

The Gulf/South & East African Conference is composed of only two members, 
but it is willing to adopt a neutral body. Small membership conferences such as 
this, we believe, could well be exempted from a neutral body plan, but, I repeat, 
the two members (Lykes and South African Marine Corp.) would be agree 
able to going along with the plan, if it is made mandatory, or if the Board feels 
that one should be established in every conference, as a matter of policy. 

The Gulf/United Kingdom Conference is a comparatively small conference, 
with a membership of seven and, over the years, has been apparently free of 
conference violations. 

As information, most of the five gulf conferences have a penalty deposit 
proviso, with violations of the conference agreement to be handled by arbitra- 
tion, so that these conferences are not wholly without some policing, and arbitra- 
tion has been used—resulting in a penalty being assessed. These arbitrations, 
however, have been few and far between and, in our opinion, are not the answer 
to our problem, and that’s why Lykes endorses, wholeheartedly, the neutral 
body or self-policing plan. 

Lykes is a member of a number of conferences operating to and from ports in 
the Far East, including the Far East Conference, and the attached statement gives 
the names of these conferences, their location, and the status of the neutral body. 

Commenting briefly on the various West Indies conferences, when discussions 
indicated that a better system of policing and enforcing rules and regulations 
of such conferences was required, the matter was discussed in each of the con- 
ferences, with the decision being reached that the matter should be held in 
abeyance pending developments in other areas. The general question was re- 
ferred to the conference counsel, who has been studying it jointly with the 
chairman, but, so far, no specific recommendations have been made to the con- 


ferences. It is our personal feeling that the conferences will be guided by 
what is done in other areas. 
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Lykes is a member of the Continental/Gulf Westbound Freight Conference, 
which embraces continental ports in the French Atlantic Hamburg Range to 
U.S.A. gulf ports. This is homeward conference, and there have been indica- 
tions, for a very long time, of malpractices (such as rate cutting and rebates) 
existing in this conference. This conference, effective February 1, 1961, adopted 
a form of self-policing, embracing the employment of a salaried investigator 
who will report to a committee of the conference, comprised of three members, 
and this committee is empowered to consider the report of the investigator 
and to assess a penalty or fine against the line or lines found guilty. This 
is what we term a short form of agreement, and while it cannot be considered 
a completely independent neutral body, it is definitely a step in the right direc- 
tion. While we, Lykes, favored what we term a real independent neutral body, 
we went along with the other lines (a large majority favoring this short form) 
so as to get something going in this conference rather than have an unsatisfactory 
situation continue to exist, although the evidence indicating malpractice is only 
circumstantial. 

Generally speaking, we think that we have covered the situation with respect 
to the conferences of which we are members. We have remained members of 
existing conferences, but we think it well to comment on the Far East con-- 
ference situation, with which we believe you are already familiar. Lykes has 
been a major carrier of cotton in all trades, including Japan. For the period 
1958 through 1960, our carryings of cotton to Japan materially decreased, and 
information we secured from sources in Japan, and in this country, was that 
the reason for our serious decrease in cotton carryings was due to “special” 
arrangements made in Japan. We were, therefore, faced with two alterna- 
tives—(1) complain to the conference, or file a complaint with the FMB con- 
cerning such “special” arrangements by conference lines; (2) meet the situa- 
tion competitively by requesting open rates on cotton. For reasons which we 
considered good and sufficient, we chose the latter course. Accordingly, at a 
metting on September 14, 1960, we moved that cotton rates be opened. This 
proposal was declined. Our next step, therefore, was to submit our resigna- 
tion, inasmuch as the situation had not changed, and we were still at a disad- 
vantage in seeking to compete in the Japan cotton trade; therefore, our resig- 
nation was submitted on October 11, 1960, to be effective 60 days thereafter. On 
November 28, 1960, the FMB requested that we withdraw our resignation. We 
advised the FMB, on December 2, with copy to Chairman J. A. Dennean of the 
Far East Conference, that in view of the investigation by the FMB, as well 
as that of the conference, we reluctantly acquiesced in the request and with- 
drew our resignation on the assumption and in the hope that an early solution 
of the problem would be found. 

So far, our cotton carryings have not improved. As a matter of fact, since 
our resignation was submitted and withdrawn, they have undergone a further 
deterioration, notwithstanding the fact that the Far East conference has pro- 
posed a neutral body and has been conducting an investigation of the situa- 
tion. Also, there is in prospect a cotton pool with the interested lines. If 
this comes about, we are hopeful that the situation will be improved, and while 
neutral bodes are most desirable and should promptly be instituted in con- 
ferences, the fact remains it is up to the members of the conferences to maintain 
the integrity of such agreements. 

It will give you below information, briefly, about some of the important 
conferences with which we are familiar, and which—to a certain extent— 
have a bearing on the gulf conferences. 

The North Atlantic/Continental Freight Conference has adopted a self- 
policing body, along the same lines of the one agreed to by the Continental/ 
Gulf Westbound Conference. We understand that at a meeting of the confer- 
ence held in Brussels on January 11, 1961, the conference agreed to the em- 
ployment of an investigator (full-time) who will report to a committee of three 
for the handling of matters referred to it by its investigator. I have been re- 
liably informed that the minutes of the meeting covering this agreement for 
self-policing by the North Atlantic/Continental Freight Conference were filed 
with the Regulatory Division of the FMB on February 17, 1961. 

It is also my understanding that the North Atlantic/Mediterranean Confer- 
ences are giving consideration to the adoption of a neutral body. It is quite 
probable that other conferences are actively considering proposals to adopt 
heutral bodies. 
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I would like now to comment on the reason more conferences have not estab. 
lished neutral bodies. The simple answer is they have not had todo so. No rule 
or order of the Board, nor any statutory mandate, now requires any conference 
to establish a self-policing system. Therefore, in an atmosphere as beclouded as 
that which has enveloped steamship conferences the last 2 years, I regret to 
report the voluntary establishment of so few neutral bodies. While I am not too 
happy about the progress, and it has been slow, the fact remains we are on the 
right track, but we need, I think, an impetus, and I will touch on this later. 

It would be premature to conclude from the present record that neutral bodies 
will not work. I believe they will, providing your committee and the Board 
promptly take the steps I am about to recommend. So that you will know 
why it is necessary to take such steps, permit me to give you my understanding 
of the reasons which have impelled various lines to oppose the voluntary estab- 
lishment of neutral bodies, and I mean real independent neutral bodies, al 
though the so-called investigator method may turn out to be better than nothing, 

First, some lines balk at the regulation office’s requirement that the confer. 
ence furnish the Board a complete report (omitting only the complainant's 
name) of the disposition of each complaint made to the neutral body. As the 
law now stands, these lines feel that the Board might conclude that it, too, had 
to proceed against the alleged violator even though, after reviewing the neutral 
body’s proceeding, it had concluded that the neutral body’s action was 
sufficient. 

Second, and closely related to the double jeopardy argument, is a contention 
being made by the complainant in the Board’s pending docket No. 920, States 
Marine Lines, Inc. and Global Bulk Transport Corp. v. Trans-Pacific Freight 
Conference of Japan. There, in attacking that conference’s neutral body, the 
complainant asserts that the Board may not delegate or abandon to a confer- 
ence, neutral body or any other tribunal, any of the Board’s regulatory powers 
or responsibilities. If the Board lacks the power to approve an effective neutral 
body system, it should promptly obtain such power. 

Third, to date various foreign-flag lines have succeeded in denying the Board 
and the grand jury all documents located abroad. While one cannot measure 
with precision the effect this success has had upon their willingness to make 
their files available to a neutral body, it must have been considerable. Cer- 
tainly, it is logical to assume that some of those lines see little to gain and much 
to lose by agreeing to open their files to a neutral body which, in turn, must 
report to the Board, directly or through the conference. 

Fourth, some of the lines seem to believe that there is no such thing as a truly 
“neutral” neutral body. This, too, is an argument which complainant in docket 
920 is making against the neutral body system employed by the Trans-Pacific 
Freight Conference of Japan. Thus, suspicion of partiality by a proposed net- 
tral body is a severe deterrent to the establishment of such systems, especially 
in those conferences which require that such decisions be made by more than a 
majority vote. 

And, finally, complainant in docket 920 asserts that for a line to open its files to 
a neutral body would probably violate section 20 of the Shipping Act, 1916. Here, 
too, regardless of the argument’s merit, is another unresolved attack upon a 
fundamental principle of the neutral body system. 

In turning now to what we think this committee and the Board should do to 
make conference self-regulation a reality, permit me to refer first to pages 728 
729 of part 2, volume 1, of your hearings. There, in a memorandum dated Feb- 
ruary 25, 1960, prepared for this committee by the Legislative Reference Service 
of the Library of Congress, it is said: 

“However, in the exercise of regulatory discretion, executive agencies are not 
usually confronted with the parallel action of private enforcement methods, 
and the argument might be made that consideration of private sanctions is not 
within the scope of the discretion which Congress intended the Board to exer- 
cise. The possibility of doubts on the validity or propriety of taking private 
action into account might be overcome by a congressional expression on the mat- 
ter.” [Emphasis supplied.] 

The “congressional expression” we now recommend be given would emanate 
from this committee and the Bonner Committee and be directed to the Federal 
Maritime Board. We have little doubt it would be effective. 

We, therefore, recommend that you suggest to the Board that it initiate a 
rulemaking proceeding (or expand a pending one) to require every conference 
serving U.S. ports, inbound and outbound, to establish a neutral body system 
or other impartial disciplinary mechanism. 
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tab. The following detailed suggestions seem appropriate : 

rule The establishment of such Board-approved self-policing devices within a rea- 
nce sonable time after the Board has decided upon and announced the types of sys- 
las tems it will and and will not approve, should be made a condition precedent to 
t to approval or to continued approval of all conference organic agreements. 


Since malpractices are not dependent upon whether conferences use or don’t 
use an exclusive patronage device, that factor should have no bearing upon con- 
ferences being required to establish Board-approved self-policing systems; how- 
ever, upon proper showing that there is no reasonable need for such a system 
in a particular conference—perhaps one involving only two or three lines— 
the Board should be able to waive the otherwise mandatory requirement. 

A word from this committee of its interest in giving the conferences a last 
clear chance to show whether and to what extent they can and will police them- 
selves is certainly in order. Indeed, it is probable that a mere inquiry and an 
expression of this committee’s favorable reaction to such a rulemaking proceed- 
ing would be all this committee need do. 

If your committee and the Bonner Committee believe an amendment to the 
statute is necessary in order to require conferences to set up impartial and effec- 
tive neutral bodies, we would suggest that any legislation dealing with confer- 
ences include the granting of specific power to the FMB in this regard. 

In conclusion, let me emphasize the importance of this committee’s taking 
now some such action as I have urged. 

The choice, we submit, is between requiring all conferences to establish Board- 
approved neutral body systems on the one hand, or requiring the Board to police 
all 113 conferences on the other. The following statement in a recent law review 
article illustrates the difficulty of the Board’s doing the latter : 

“It is by no means clear how the Board could effectively prevent all rebates, 
nisclassifications, volume discounts, unwarranted refusals of space, and a host 
of similar practices, even if it were to devote itself exclusively to that task. 
Those subject to the act include not only the American lines, but also those of 
all other nations, some of whom have markedly different standards of business 
ethics than our own. The transactions occur in almost every port of the world. 

“The books and records are only partly in this country, and even then are 
sometimes in a foreign language. There are possibly 5,000 liner voyages a year 
in our foreign commerce, each serving possibly 200 shippers and consignees in a 
dozen ports. 

“In the absence of a general tradition of scrupulous adherence to the law, it 
is extremely doubtful if the regulatory job could be done thoroughly with 1,000 
investigators. Out of a total staff in excess of 1,800, the Board until this sum- 
mer had only 2 investigators; it requested 3 more investigators for the 1961 
fiscal year.” (Gardner, Steamship Conferences and the Shipping Act, 1916, 35 
Tul. L. Rev. 129, 135 (1960) .) 

Therefore, it seems there is no choice but for the Board and perhaps Congress 
to require conferences to set up neutral bodies, or the like. Leaving this job 
to the discretion of the 113 conferences will not work. 

Thank you. 
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Conference Remarks (status neutral body) 
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_— 


Far East Conference. x New ; | Submitted for FMB approval. 
Atlantic-Gulf Hawaiian \ 1 Lykes is not an active member of this 
conference, and as the Hawaiian trade 
is more or less of a domestic trade, we 
do not believe a neutral body is ad- 
visable or at all necessary. This could 
be another exception, if the neutral body 
becomes mandatory. 

Atlantic & Gulf/Indonesian Con- : Committee appointed to study and formu- 


ference. late draft of agreement. 
Atlantic &  Gulf/Singapore-Malaya- Do. 

Thailand Conference. 
Japan/Atlantic-Gulf Freight Conference. yO. Adopted and approved by FMB. 
Japan/Latin America Eastbount Freight Bo. 

onference. 
Japan/Puerto Rico and Virgin Islands Do. 
Freight Conference. 
New York Freight Bureau-Hong Kong.| Hong Kong Under consideration. 
ated Steamship Lines_-__-........- Manila____ No action proposed as yet. 
Java New York rate agreement Djakarta--_.......- Do. 
Delhi New York rate agreement Medan Sumatra ; 
Straits New York Conference Singapore._......_._| Under consideration. 
Siam New York Conference Bangko Waiting to see what system is adopted by 
Straits/New York Conference. 
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(The document referred to at p. 142 follows:) 


GULF/FRENCH ATLANTIC HAMBURG RANGE FREIGHT CONFERENCE, 
OFFICE OF THE CHAIRMAN, 
New Orleans, La., January 18, 1961, 


IMPORTANT 


From: The chairman of the conference. 

To: Executive representatives, only (in the United States and Europe) of the 
member lines of the Gulf/French Atlantic Hamburg Range Freight Con- 
ference. 

NEUTRAL BODY OR RELATED PLAN 


GENTLEMEN: Please refer to my previous memorandums, the latest being Jan- 
uary 12, 1961, regarding the above subject. 

In this connection, we have learned this afternoon that the North Atlantic 
Continental Freight Conference at a meeting held at Brussels, Belgium, on Jant- 
ary 11-12, 1961, unanimously adopted the following resolution in connection with 
the matter of independent investigator (neutral body or related plan) : 

“For the purpose of insuring full compliance with the provisions of the con- 
ference agreement and its rules and regulations, the conference chairman shall 
appoint a special committee on ethical practices of three member lines (of three 
different nationalities), one for 18 months, one for 12 months, and one for 6 
months. The time of all succeeding member lines on this committee shall be for 
a period of 12 months. 

“The conference shall employ, on a full-time basis, a qualified investigator to 
check and investigate possible violations of the provisions of the conference fF 
agreement and its rules and regulations and to report his recommendations to 
the special committee. 

“The special committee is hereby authorized, on recommendations of the 
investigator, to assess fines of not exceeding $25,000 on the vote of any two 
members of the special committee. When the party charged is a committee 
member the conference chairman shall appoint a substitute committee member 
for the purpose of voting on the particular charge. 

“All fines assessed shall be paid within 30 days by the party against whom 
they are assessed. To assure prompt payment each party to the conference agree 
ment shall keep on deposit with the conference office the sum of $25,000 or post 
and maintain a bond or letter of credit in that amount in such form as the con 
ference chairman may require. 

“Investigations shall relate to matters which may occur after January 1, 
1961.” 

As you are aware, this subject is docketed for consideration at a meeting of 
the conference to be held at New Orleans on Thursday afternoon, January 19, 
1961, at 3 o'clock. 

Yours very truly, 
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WEDNESDAY, MARCH 8, 1961 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 346, 
Old House Office Building, Washington, D.C., Hon. Emanuel Celler 
(chairman) presiding. 

Present : Representatives Celler, Rodino, Rogers, Toll, and Meader. 

Also present: Representative Ray. 

Staff members present: Herbert N. Maletz, chief counsel; Julian H. 
Singman, associate chief counsel; Leonard Appel, assistant counsel ; 
and Richard C. Peet, associate counsel. 

The CHarrman. The committee will come to order. 

Our first witness this morning is Mr. Edward Bransten, chairman, 
Steamship Conference Committee, Pacific Coast Coffee Association. 

Mr. Bransten, will you come forward, please? 

Will you raise your right hand ? 

Will the testimony you give here this morning be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. BransTen. Yes, sir. 


| TESTIMONY OF EDWARD BRANSTEN, CHAIRMAN, STEAMSHIP 
CONFERENCE COMMITTEE, PACIFIC COAST COFFEE ASSOCIATION, 
ACCOMPANIED BY J. RICHARD TOWNSEND, COUNSEL 


The CuarrmMan. Will you be seated, and give your name and your 
address to the reporter ? 

Mr. Bransten. My name is Edward Bransten, business address is 

665 Third Street, San Francisco, Calif. 
ao, CuarrMan. Will you identify the gentleman on your left, 
please ? 
Mr. Bransten. Yes, sir. The gentleman on my left is the Pacific 

| Coast Coffee Association’s counsel, Mr. J. Richard Townsend. 

Shall I proceed ? 

The CuamMan. You may proceed, sir. 

Mr. Bransten. I am vice president of the M.J.B. Co., which, among 
other businesses, is engaged in the importing and roasting of coffee 
in San Francisco and its distribution throughout the West. 

I am chairman of the Steamship Committee of the Pacific Coast 


Coffee Association and am appearing here on behalf of that associa- 
tion. 
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As I said before, I am accompanied by the association’s counsel, J, 
Richard Townsend. 

The Pacific Coast Coffee Association is a trade organization com- 
posed of 70 firms engaged in the importation, sale, or manufacture of 
coffee on the Pacific coast. Its members constitute practically the 
entire coffee industry on the Pacific coast. 

The position of the Pacific Coast Coffee Association which I am 
stating here today has been approved by the unanimous vote of the 
members of the association at an annual meeting, as well as by the 
executive committee and steamship committee of the association. 

Coffee is the leading import to the Pacific coast of the United States 
in dollar value. During the year 1959 the total imports of coffee to 
the Pacific coast of the United States were 208,000 tons, having a 
value of $152 million. This coffee is imported principally from Bra- 
zil, Colombia, and the west coast of Central America and Mexico, 
There are four steamship conferences in the trade routes from these 
areas; namely, the Pacific Coast River Plate Brazil Conference cov- 
ering shipments from Brazil, the Colpac Freight Conference from 
the Atlantic ports of Colombia, the Association of West Coast Steam- 
ship Companies from Pacific ports of Colombia, and the Camexco 
Freight Conference from west coast ports of Central America and 
Mexico. 

The CHarrmMan. May I ask if you know why the Pacific Coast 
River Plate Brazil Conference does not have a dual-rate system ? 

Mr. Bransten. I am not sure why, but they have never asked for 
one, and never asked us to sign any conference. It is just a conference, 
but it has no dual rate. But Sechaie the explanation is that there is 
less competition or less desire on the part of steamship companies to 
enter into that particular run. 

The CuarrmMan. You have said there is no real competition in that 
trade, so there is no need for the dual rate? 

Mr. Bransten. That is right. It is a long run, a run that goes 
all the way from the east coast of South America, sometimes it goes 
through the Straits of Magellan, and at other times it comes up 
through the canal, all the way to the Pacific Coast. So that there 
isn’t the threat of competition in that particular run that there is on 
the Pacific coast, where we have ships coming out from Europe going 
through the canal and coming up to the Pacific coast. 

Therefore, the conferences have never attempted to impose a dual- 
rate system in that particular conference. 

As I said, the dual-rate system applies in three of these conferences; 
namely, the Camexco and Colpac Conferences and the Association of 
West Coast Steamship Companies, 

The coffee business is very highly competitive and a difference of 
a fraction of a cent per pound on green coffee is very important from 
a competitive standpoint. Moreover, it is important for the coffee 
roasters on the Pacific coast to have a steady flow of incoming coffee 
so that they will have an adequate supply on hand at all times with- 
out having an excessive inventory. For this reason the matter of 
steamship rates and service is very important in the coffee trade and 
the Pacific Coast Coffee Association has kept in very close touch with 
this situation for many years. 
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The association has made a careful study of the dual-rate system, 
and the views that I will present are the result of the study. 

The position of the Pacific Coast Coffee Association may be sum- 
marized briefly as follows: 

(1) We are not opposed to the steamship conferences system 
if it is properly controlled and administered. 

(2) Weare opposed to the dual-rate system. 

(3) We believe that with a very few amendments of the Ship- 
ping Act, 1916, there will be no need for the dual-rate system. 

(4) We believe that if the dual-rate system were authorized, 
it would be absolutely essential to enact certain legislative safe- 
guards for shippers and receivers of cargo. 

I will first explain briefly why we are opposed to the dual-rate 
system. Thereafter I will suggest certain amendments to the Ship- 
ping Act which will eliminate the necessary for the dual-rate system, 
and finally amendments which would be necessary if the dual-rate 
system were authorized. 

The Cuarrman. Incidentally, have you seen the new bill that has 
been offered by our distinguished colleague from North Carolina, Mr. 
Bonner, covering dual rates, among other things? 

Mr. Bransten. Yes, sir. 

The Cuatrman. Don’t you think that it would protect the shippers 
and receivers ¢ 

Mr. Bransten. I have made a cursory study, taken a glance at the 
bill that is offered by Representative Bonner, and my comment on it is 
that it is a great improvement if enforced over what we now have 
with certain suggestions and changes and amendments perhaps that 
could be suggested by us or by yourself or by your committee and 
itmight give us a great deal of relief. 

The CHatrman. I do not know if you are going to cover this in 
your statement this morning, but it might be well for you to confer 

. . . * . 
with Chairman Bonner of the Merchant Marine and Fisheries Com- 
mittee, or send him a statement and give us a copy of what you have 
submitted. 

Mr. Bransten. Thank you for your suggestion, sir. We intend to 
attempt to testify before that committee, and we intend, if possible, 
to have an informal conversation with him some time today before we 
go back to the coast. 

The Cuarrman. That is fine. 

Mr. Bransren. Our fundamental reason for opposing the dual rate 
exclusive patronage system is that, as pirdictided in our trades, that 
system leaves us at the mercy of the steamship conferences, and with- 
out any effective governmental control over the members of the con- 
ferences. 

In each of our three trades which employ the dual rate system, the 
steamship conference has a’tomplete monopoly, since there is no non- 
conference competition in any of those trades. We are consequently 
forced to deal with the conference lines. 

Mr. Matrrz. May I ask you this: In the event the dual-rate sys- 
tem were prohibited by congressional action, or if the interim legisla- 
tion were allowed to expire, do you think it likely that nonconference 
competition would develop in the three trade routes in which you are 
particularly interested ? 
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Mr. Bransten. I do feel that there would be nonconference com- 
petition that would develop in the trades on the Pacific coast. I am 
not so sure—well, there wouldn’t be nonconference competition in the 
Brazil trade, because there is no dual rate there. 

I do feel that there would be nonconference competition that would 
develop at once if there were no exclusive patronage system, dual-rate 
system in the other three trade routes. 

Mr. Maerz. Have you had any indication from nonconference 
operators that they would be interested in serving these trades in the 
event that there were an end to the dual-rate system ? 

Mr. Bransten. Truthfully, no; I don’t think so. 

But there are some lines that come that way from Europe—you see, 
every European company has lines that come through the canal and 
deliver things to the Pacific coast, from Holland, from France, from 
Italy, that I am sure that nonconference competition would evolve, 
would develop. 

To be perfectly truthful, I have no personal, exact indication that 
they were seeking that. 

The CuarrMan. If you remove the dual-rate system, would you have 
cutthroat competition, a sort of the law of the jungle prevailing! 
For if you do have that, that would not help you very much, would it! 

Mr. Bransren. Perhaps there would be, yes, to be perfectly fair and 
just perhaps there would be. 

The CuatrrMan. You might get one rate today and your competitor 
might get a lower one tomorrow, and you would get a still lower one 
the next day. Where would you be under those conditions? 

Mr. Bransten. That is correct. But if the dual-rate system were 
removed by legislation, by law, we have suggestions whereby this law 
of the jungle could be prevented by certain 

The Cuarrman. I know, but you have got to remember that this is 
the Merchant Marine, which is very essential to the welfare of the 
United States for our possible defense. We subsidize our flag carriers. 
It is not like other fields of endeavor, where you allow untrammeled 
competition. 

Mr. Bransten. Our proposals even though there were no dual-rate 
system should prevent chaotic price cutting. We have certain pro- 
posals whereby we would suggest legislation to prevent such price- 
cutting. 

I am going to give them in my statement. 

In each of our three trades which employ the dual-rate system, the 
steamship conference has a complete monopoly, since there is no non- 
conference competition in any of those trades. We are consequently 
forced to deal with the conference lines. 

These lines have taken advantage of this situation by employing a 
dual-rate agreement which is not an agreement in the true sense of 
the word. We, as coffee receivers, have no bargaining position with 
respect to the contents of the dual-rate agreement. 

he noncontract rates are $3 per ton higher than the contract rates 
in each of these three dual-rate trades. Because of competitive con- 
ditions, we cannot pay the higher noncontract rates. We are, there- 
fore, compelled to enter into any dual-rate agreement that the con- 
ference places before us. 
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Actually the term “dual-rate system” is a misnomer in our coffee 
trades. It has been our experience that there are not two rates under 
which coffee moves. All of the coffee moves under the contract rate, 
and the so-called noncontract rate is merely a means of requiring us to 
sign the exclusive patronage agreement. 

I would like to interpolate here that the higher noncontract rate is 
merely a figure that is put in to impose the dual-rate system, that it 
would be impossibe to ship under its noncontract rate, we have no 
choice in the matter, and that the noncontract rate would be absolutely 
prohibitive. 

Moreover, the dual rate agreement 

Mr. Materz. Excuse me, Mr. Bransten. Has there ever been any 
noncon ference competition in your trade routes ? 

Mr. Bransten. Not for many, many years that I know of. 

Before the war, there was some nonconference competition, I be- 
lieve, but in my memory there hasn’t been any. 

Mr. Materz. You say there was some 

Mr. Bransten. I think there was some time some price cutting, 
some competition on the Brazil run, or some other runs, but there has 
been no real nonconference competition that I know of for many, 
many years. I can’t say that historically at some time there may not 
have been. I believe there was some sibsiting many years ago. 

Mr. Materz. Is there any rebating now ? 

Mr. Bransten. There is no rebating now. 

The CuHarrmMan. Go ahead. 

Mr. Bransten. Moreover, the dual-rate agreement in our trade is not 
an agreement in the true sense because it is practically all one sided. 
Attached to my statement as appendix A isa photographic copy of the 
“Receiver’s Freighting Agreement” of the Camexco Freight Confer- 
ence, which, it should be pointed out, applies exclusively to coffee. 
The agreements of the other two dual-rate conferences that I have 
mentioned are substantially similar to that of the Camexco Confer- 
ence. 

Although we are subject to substantial obligations under the dual- 
rate agreements, the carriers are really not required to do anything 
that they are not already required to do under existing law, except 
that they agree to give us 60 days’ notice of rate increases. 

In one of our sendebtncie, this notice is only 30 days. 

The carriers have contended that the dual-rate system results in 
stability of rates and regularity of steamer service. These results 
have not followed in our trades. 

Since there is nothing in the dual-rate agreement or in the law to 
prevent them from doing so, and there is no nonconference competi- 
tion, the conferences have increased our freight charges from time to 
time without proper consideration of our interests. These increases 
have had a very serious effect on the competitive position of the Pacific 
coast coffee industry. Although we have what the conferences call 
a rate agreement with them, we have no voice in preventing or con- 
trolling rate increases whenever the conferences desire to make them. 
Because the conference has a complete monopoly in our trades, we 
have no outside competition to which we can turn for assistance. 

_ At this point, I would like to give a specific illustration of the in- 
Justices under which we have suffered by reason of the contract dual- 
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rate system. I want to emphasiez that this is only one illustration of 
many others that I could give, but it is a significant one. 

The second largest producing country in the world, Colombia, 
ships most of its coffee ieee the west coast Colombian port of Buena- 
ventura. This coffe is shipped to the east coast of the United States 
via the Panama Canal where it pays transit tolls ; however, it is shipped 
directly from Buenaventura to the west coast points of the United 
States naturally without going through the Panama Canal. The 
same conference operates to both the Atlantic coast and the Pacific 
coast. 

Now, right after the war, our rates to the Pacific coast were $15.40 

er ton, whereas those to the east coast were $15 per ton; this actually 
is a small difference, although we maintain that the rates should be 
the same. 

As of right now, however, the rate to the Pacific coast is $28.20 
per ton, versus a rate to the Atlantic coast of $23 per ton. The differ- 
ential to our detriment is $5.20 a ton, where it had been at one time 
40 cents a ton. 

One example of how this much greater differential came about fol- 
lows: In January of 1955 our three dual-rate conferences raised rates 
to the Pacific coast by $5 per ton. We protested to no avail. Rates 
were not raised to the Atlantic coast until a year and a half later, 
and then by only $3 a ton. We had no alternative but to accept this 
sort of treatment as we acually have no voice in preventing rate in- 
creases or in the amount of such increases. 

Mr. Materz. Is there any nonconference competition to the Atlantic 
ports ? 

Mr. Bransten. Not to my knowledge; not that I know of. 

Mr. Materz. In other words, you have this differential in rates as 
between coffee moving to the Atlantic ports vis-a-vis coffee moving 
to the Pacific coast ports? 

Mr. BraANsTeN. Yes, sir. 

Mr. Materz. You say in your statement that you protested to no 
avail. To whom did you make protest ? 

Mr. BraNsten. We protested naturally to the conferences, first of 
all, and we asked for an extension of the old rate. And we also did 
protest to the Federal Maritime Board. 

Mr. Maerz. When was that? 

Mr. BransteNn. May I interpolate a statement on that particular 
subject ? 

We also gave testimony, as you know, before the Bonner committee, 
or a subcommittee of the Bonner committee, in San Francisco, in which 
we did go into more detail. And I would like just to read a portion 
of what we said concerning this. 

We appealed to the Federal Maritime Board for assistance, but nothing was 
forthcoming from that quarter. The filing of a formal complaint, which is what 
we were supposed to do with the Board, was not the answer. We cannot afford 
to prosecute a formal proceeding before the Board every time the conference 
changes our rates. 

And, by the way, this was not the only time we had our rates 
raised and aed It became a regular procedure where we were 
just notified of rate increases and we protested, but to no avail. 

Mr. Mazerz. Did you protest to the Maritime Board about. what 
you referred to as the one-sided nature of the dual-rate contract? 
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Mr. Bransten. I don’t know if we protested against the dual-rate 
contracts, we merely protested—we merely protested the actual rate 
increase. We didn’t realize at the time, although some of us had 
some intimation, that the dual-rate system was actually a violation, 
according to the Supreme Court at least, of the Shipping Act of 
1916. All we could really protest was the rate increase and the 
treatment. 

The Cuatrman. Did the Federal Maritime Board conduct any 
hearing in which you were present ? 

Mr. BraNsten. No, we never asked for any formal hearing, we 
were told that we would have to institute a formal hearing. But 
we felt that a formal hearing would not be decided for several years, 
and in the meantime the rates would be in effect, and we would be 
suffering the damage. 

The Cuatrrman. What made you come to that conclusion ? 

Mr. Bransten. That was the conclusion that—we came to the con- 
clusion that that was the advice that we were given, that it would be 
of no avail. 

We did make a protest to the Federal Maritime Board, and we were 
advised that we would have to make a formal hearing, and that it 
would take several years, it might take a long time before it would 
be decided. 

The CuHatrMan. Who gave you that advice? 

Mr. Bransten. We were so advised in San Francisco by our group. 
We all felt the same, that it would be of no use to protest it. 

Mr. Maerz. There are two separate problems, first the successive 
rate increases to which the altenbire of your group have been sub- 
jected; and, secondly, what you have called the one-sided nature of 
the dual-rate contract. And you have already pointed out that you 
felt it was inadvisable to file the protest with respect. to the rate in- 
creases because of the lapse of time that would ensue. 

Mr. Bransten. Yes. 

Mr. Maerz. Why did you not complain to the Maritime Board 
about the one-sided nature of the dual-rate contract? 

Mr. Bransten. Because we felt that it was the law. We felt, 

many of us, I suppose people in our group, in our Pacific Coast Coffee 
Association, that the dual rate contract was legal. 
_ It wasn’t until suddenly the Supreme Court decided that it was 
illegal that we felt free to really protest. There were some of us that 
felt all along, I, myself, personally, and a few others always felt 
that it was very strange that we were presented with a contract and 
told to sign it or else. There always seemed to me to be something 
inherently incorrect or wrong or one sided about that. 

The CHatrman. Mr. Meader? 

Mr. Meaper. Mr. Bransten 

Mr. Bransten. And we ¢ouldn’t assume the burden of taking on 
the whole dual-rate system. That was something that was fought 
all the way to the Supreme Court by somebody. But it did also seem 
tome unjust. I know to me, personally, it always seemed strange, 
Thad never heard of a situation whereby you were presented with a 
contract and told that you must sign it or pay a rate which was really 
4 completely ridiculous and artificial rate, this $3 a ton higher was 
hot a valid rate at all, it was only aclub. It was something that you 
had no choice in the matter about. 





156 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Our firm actually did once have some coffee shipped under the 
higher rate just to see what would happen, but it was a completely 
prohibitive thing to do. 

Mr. Meaprer. Mr. Bransten, I notice you say three trades employed 
a dual-rate system. There are some trades that do not in which you 
are engaged ¢ 

Mr. Bransten. Yes; the coffee coming from Brazil, the shipments 
from Brazil, what they call the Pacific Coast River Plate Brazil Con. 
ference, uses a conference system, which is an agreement among the 
shipping companies, but does not employ the dual-rate system. We 
are not opposed to that. 

Mr. Meaper. Now, how do the rates in the Pacific trade which is not 
covered by the dual-rate system compare with those that are covered 
by the dual-rate system ? 

Mr. Bransten. The only comparison that I can make is the com- 
parison between these rates and the rates of the movement of that 
coffee, of that same coffee from Brazil to the Atlantic or gulf coasts, 
And those rates are far more equitable than the comparison in rates 
between the Central American and Colombian coffee to the Pacific 
coast as against the movement of that coffee to the Atlantic coast, 

Mr. Meaper. I notice on the top of page 6 you say with respect to 
the Colombian west coast and Colombian east coast, you say the rates 
should be the same, notwithstanding the fact that the east coast ship- 
ments must go through the Panama Canal and pay toll and perhaps 
the distances are greater, you say the rates should be the same. 

Mr. Bransten. I say they should be very similar. Actually, the 
coffee going—I don’t know what it costs to run cargo or what it costs 
to ship cargo from Colombia to New York, or from Colombia to San 
Francisco; I am not a rate expert. I am not a steamship man. 

I do know that we compete with each other. I know that the coffee 
coming from Colombia and Central America has to go through the 
Panama Canal, that they have to pay tolls, and that there is a delay 
in going through the canal. 

However, offsetting that, for distance, the distance from Buena- 
ventura to New York happens to be 500 miles, 500 nautical miles less. 

Now, one might offset the other, the fact that it has to go through 
the canal might offset the fact that it is 500 miles shorter in course. 

So that I say that those rates should be similar. And the proof 
of the fact that they should be similar is that formerly, before 1956, 
those rates were almost the same. 

The CHarrman. Perhaps you can enlighten us as to why the rate 
to the Pacific coast is $5 higher than the Atlantic coast when you 
take into consideration that when you ship to the Atlantic coast you 
have got to go through the canal, you may have to wait at the canal, 
and it is only 500 nautical miles less to the Atlantic coast. 

Mr. Bransten. That is something that I can’t explain. I can’t ex- 
plain it, Mr. Celler. I don’t know. I have some ideas as to what hap- 
pened and how it happened. But I can’t fully explain it. 

The Cuamman. Did the companies involved ever give you an ex 
planation at all ? 

Mr. Bransten. No; they did not. 

The Cuarrman. Did you ever ask for an explanation ? 
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Mr. Bransten. We may have asked for an explanation. They 
never gave us any valid answer. I believe that perhaps at the time 
that this rate increase occurred—this is quite awhile ago, and my 
memory doesn’t fully serve me—I think that at the particular time— 
and this would very much serve this committee to know what occur- 
red—now, this is just my belief, this isn’t a fact: I believe that at 
that particular time there was some threat of competition, which is 
something we always like to see and have, that I am sure that this 
committee would like to see, at least a threat of competition to the 
Atlantic coast. There was a line coming into the service, beginning 
to come into the service from Colombia to the Atlantic coast at that 
particular time— 

The CHaiRMAN. You are not sure of that, though? 

Mr. BransteNn. I am not positive. Icouldn’t sweartoit. But that 
ismy belief. | 

It is the old fact of competition, or the threat of competition, that 
at that particular time held the rates down. And I would also like 
todraw the attention of this committee to the fact that even though the 
differentiation today is what, $5 and—what did I say it was?—$5.20 a 
ton difference, that for a year and a half it was greater than that, 
until the Atlantic coast had its rate—until the rate to the Atlantic 
coast was raised, the rate was much greater than that for a year and 
ahalf during that period of time. We suffered under a greater rate 
differentiation. It was actually $7.75 a ton for a year and a half until 
the Atlantic coast rate was raised. 

The CuarrmMan. Proceed with your statement. 

Mach Bransten. May I please interpolate something at this point, 
also ! 

I would like to make a further point. Where there is actually an 
inverse difference in the distance, we have a country in Central Amer- 
ica called Salvador, which is an important coffee-producing country ; 
it is either the third or fourth largest producing country in the world. 
It is small geographically, but very important in the coffee world. It 
has no Caribbean port at all. All the coffee that it ships must come 
out on the Pacific side. 

I give this as a strong example of discriminatory rates. That coffee 
going to New York pays a lower rate after coming down southward 
from Salvador ports going through the Panama Canal and going to 
the Atlantic Coast, than we pay coming from Salvador to San Fran- 
cisco. And the nautical distance to San Francisco in that case is 
less. The distance from Salvador ports, from La Libertad to New 
York, is 28—is 2,824 nautical miles. To San Francisco, it is 2,439 
nautical miles. We pay a higher rate than is paid to New York, even 
though they also go through the canal. 

Now, we are not here protesting just high rates. As I say, I am not 
arate expert. I am not talking—we have no axe to grind against any 
steamship company or against the American Merchant Marine. But 
we are talking about—what we have more in mind than that is dis- 
criminatory rates. 

Mr. Meaper. Mr. Bransten, I saw you had a paper there. Does that 
show what the rates are from La Libertad to San Francisco? 

Mr. Bransten. That shows the nautical distances. 

Mr. Meaper. But does it show the rates? 
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Mr. Bransren. No; I have the rates from the Central American 
ports; I have the rates from Colombia; and I have the rates from 
Brazil. 

The CHarMan. But you do not know what the rate is from Sal- 
vador to New York or from Salvador to San Francisco ? 

Mr. BransteNn. Perhaps I have it in some of my old testimony, if 
you will give mea chance to find it. 

I have it here, sir, in old testimony which I gave. In 1959—and 
the rate has not been changed since then—by the way, since the in- 
vestigation has started, there has been little change in rates. 

Our present charge from the west coast of Central America, which 
would include Central America, is $29 per ton. 

Mr. Meaper. Which one is that ? 

Mr. Bransten. This is from the west coast of Central America— 
this would include the Salvador ports about which I am speaking, 

Mr. Meaper. To New York ? 

Mr. Bransten. No; this is to the Pacific coast. 

To Los Angeles it would be even less, that is for an even shorter 
distance, the rate is for the entire Pacific Coast, Los Angeles and San 
Francisco both, $29 per ton. And the rate from west coast Central 
American ports to the Atlantic is $27 per ton. 

We pay $2 per ton more for coffee that comes a shorter distance 
and does not have to go through the Panama Canal. 

Mr. Mraper. Do you have available there your Brazil rates? 

Mr. Bransten. Yes; I think we do, sir. 

Mr. Mraper. I would like to know what that is. You say it is more 
equitable. 

Mr. Bransten. My counsel, Mr. Townsend, would like to make a 
statement on this Brazil situation to clear the record. 

The Cuarrman. Go ahead. 

Mr. Townsenp. I think the record should have tliis particular faet 
developed. There has been discussion here of the fact that in the 
Brazil- Pacific coast trade there is no dual rate system. 

Now, I think that one aspect of that that is important is that in 
the year 1939 the U.S. Maritime Commission, the predecessor of the 
present Federal Maritime Board, rendered a decision entitled “Rates, 
Charges and Practices of Yamoshito and OSC,” reported in title 2, 
United States Code, at page 14. Now, that controversy arose out of 
the fact that there was some nonconference competition developing in 
the trade—in the coffee trade—from Brazil to the Pacific coast in the 
year 1938, As a result of the investigation, the Maritime Commis- 
sion issued, promulgated certain rules which it said were for the pur- 
pose of stabilizing the rates in the coffee trade between the east. coast 
of South America and the west coast of the United States. 

Now, the Maritime Commission purported to find its authority to 
issue these rules under section 19 of the Merchant Marine Act of 1920, 
which provides that the Board may promulgate certain rules to meet 
conditions found to be unfavorable to shipping in the foreign trades. 
And because, apparently of these particular rules that were promul- 
gated that were set forth in detail in that report, the steamship con- 
ferences in the Pacific coast, the Latin American Pacific coast con- 
ferences, stated in a written statement to the Bonner committee 
several years ago that because of this decision it was not necessary 
to have a dual-rate system in this trade. 
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Now, it seems to me that that indicates that with proper regulation 
by the Federal Maritime Board, the dual-rate system is really un- 
necessary. 

And here is a specific example of where rules were promulgated in 
a trade that the conferences conceive made the dual-rate system 
unnecessary. 

Now, the only remaining question seems to be, should there be a 
further clarification of the Shipping Act so that that power in the 
Board can be made certain and be made known to all parties concerned ? 

But I call that to your attention because I believe it is something of 
real interest. 

The CHarrMan. There are 113 conferences. Do you think that the 
Federal Maritime Board could regulate, adequately and effectively, 
all those conferences under the conditions that you have in mind with- 
out a dual-rate system ? 

Mr. Townsenp. I think this, Mr. Chairman, if there were further 
strengthening of the statutes along the lines that Mr. Bransten will 
suggest specifically, that there could be effective regulation without 
a dual-rate system. And by that, I mean regulation that would pre- 
vent rate cutting, which is the principal problem which is said to arise 
if you do not have a dual-rate system. 

And I think when Mr. Bransten makes his suggestions they can be 
weighed to see whether they have merit. 

Mr. Meaper. Do you have the figures on the rates from Brazil and 
the east coast of South America to the west coast of the United States ¢ 

Mr. Bransten. I believe I do, if you will give me a minute to find 
them, Mr. Meader. 

I think I have them here, Mr. Meader. The rate from Brazil to the 
Pacific coast is $43.67 a ton. The rate from Brazil to the Atlantic and 
gulf coast ports is $37.88 a ton. 

Mr. Meaper. Yet you say that ismore equitable ? 

Mr. Bransten. Yes. May I just explain that that is a much 
greater distance. And we recognize on the Pacific coast our natural 
geographical advantage when it comes to Brazil. The distance from 
Brazil to New York, for example, the port of New York, is 4,957 
nautical miles. And the distance from Brazil to San Francisco, for 
example, is 7,854 nautical miles, and via the Panama Canal. And it is 
not only that we recognize our natural geographic disadvantage on 
the Pacific coast, but what we also wish to point out is that our rates 
have not been advanced in the Brazil Conference as much percentage- 
wise as they have in the other conferences. 

The differentiation that existed in the last, say, 15 years between 
the Atlantic coast and the Pacific coast on Brazil rates has been more 
or less preserved, whereas the rates, the differentiation, the percentage 
differentiation on the other routes has been widened. That is what I 
am trying to point out. 

Mr. Meaper. You made one other observation which I am not sure 
I understood completely, that since the investigation there had been no 
Increase in rates. Were you referring to the investigation of this 
committee ¢ 

Mr. Bransten. I am referring to the investigation of this commit- 
tee, and of the Bonner committee; yes, sir. 
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The Cuarrman. We are curious to know in what way the inquiry 
conducted by us caused that result. Can you give us some idea of 
that ? 

Mr. Bransten. I can’t give any concrete or actual or specific exam- 
ple. All I can tell you that there has been a change—I would put it 
under the general statement that there has been a change of atmos- 
phere. 

Mr. Tout. Mr. Chairman, may I ask a question ? 

Mr. Bransren. I mean, I think that about covers everything that 
I can say. I can’t make any factual statement. I do know this, I 
can say this factually, that before the time of this investigation we 
were hearing rumors, we heard rumors—I again have no facts—of 
further rate increases. And they have not occurred. 

The CuatrmMan. Sometimes congressional inquiries do some good. 

Mr. Bransten. Well, this is a rather—this is a statement that I am 
making that I, of course, can’t prove, this is just a general feeling that 
we have. We do feel that the investigations have done a great deal 
of good already. 

I would like to amplify if I could 

The Cuarrman. Mr. Toll wants to ask a question. 

Mr. Bransten. Pardon me. 

Mr. Tout. In connection with the coffee from Brazil, is there any 
reason for the lower rate that you referred to? 

Mr. Bransten. For the lower rate? 

Mr. Tout. For the favorable rate. 

Mr. Bransten. Well, the more favorable or the less discriminatory 
or the nondiscriminatory—I shouldn’t say discriminatory at all— 
the nondiscriminatory differentiation between us, and, say, the Atlan- 
tic coast, the gulf coast, comes about because it is not a coercive 
contract. Always when you have a contract which doesn’t involve an 
exclusive patronage, there is always some threat, some minor intima- 
tion that sometime there might be some competition. 

Mr. Toit. Would the favorable rate be advanced because of the 
effort to unload the great quantity of coffee coming out of that area! 

Mr. Bransren. I don’t think so. I don’t think that that comes 
about, of course, what I am talking about is not a low or a high rate 
necessarily, I am talking about differentiations in rates as between 
New York and San Francisco. And I don’t think it comes about be- 
cause of that; no, sir, I do not. 

I would like to amplify on this Central American thing, if I may 
take the commite’s time for just a minute longer. 

I happened to notice in going through our old records that at one 
time before the rate increases started that actually the coffee from 
Central America to the Pacific Coast paid a lower rate. And I think 
it should; I think we should have a lower rate than the Atlantic coast 
from, say, Salvador. If we have a natural geographic disadvantage 
which we are forced to recognize for bringing coffee by ocean and 
transportation from Brazil to the Pacific coast as against from Brazil 
to the Atlantic, and we have to pay a higher rate—and we recognize 
that it is only fair that we should, because it is a much greater dis- 
tance—then by the same token we should be given the advantage In 
order to compete of a lesser distance from Central America to, say, 
Los Angeles and San Francisco, as against from Central America, 
Salvador, and Mexican ports, to New York. 
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I think this is the sort of thing above all else that we are protesting. 

Mr. Meaper. Did you say you had some figures showing that the 
rate was less at one time ? 

Mr. BransteN. Yes, I do. 

In July 1946 our rate from the west coast of Central America to 
the west coast ports of the United States was $1.60 less than the same 
rate to the Atlantic coast. Today, on March 1, today—and the rate 
hasn’t been changed since March 1, 1958—the rate is $2 a ton higher 
to the Pacific coast for coffee mostly which comes a shorter distance 
and which doesn’t have to go through the canal. 

Mr. Peer. Mr. Chairman, may I ask a question ? 

The CuHarrman. Certainly. 

Mr. Peer. Mr. Bransten, you say there is no nonconference competi- 
tion in the coffee trade either to the east or west coasts of the United 
States ? 

Mr. Bransten. I do not know, I cannot say as a fact that there is 
no nonconference competition to the east coast of the United States. 
[have not made a study of it. 

It is my belief that there probably is not. But I am not sure. 

Mr. Peer. And there is none to the west ? 

Mr. Bransten. There is none, I can state as a fact that there is none 
tothe west coast. 

Mr. Peer. And you have intimated here—I must say that it would 
appear that there is validity in what you say—that the differential 
between the shipments of coffee from South America and Central 
America to the east and west coasts is not a valid one ? 

Mr. Bransten. I don’t think it is. 

Mr. Peer. And you have also indicated that there are other ships 
making calls to ports in South and Central America which might 
enter into this trade? 

Mr. Bransten. Yes. I believe so. 

Mr. Peet. Why, under the circumstances, do you believe that these 
ships have not entered into the trade if they can make a profit by doing 
80, own I presume they could, if the rates, as presently set, are un- 
realistic. 

Mr. Bransten. Well, we couldn’t get enough service by depending 
upon a nonconference steamer. 

If, for example, we were approached—if, for instance, my firm, 
speaking personally, were approached by a nonconference steamer or 
anonconference company, and we were asked to put some coffee aboard 
such a steamer, that would be, in colloquial language, a one-shot propo- 
sition. We would be in violation of our exclusive patronage contract, 
and would be penalized for the rest of the time of such a contract. 

Mr. Peer. Did you indicate in your statement that the advantages 
of stability of rates and regularity of steamer services did not come 
about as a result of the conference system and dual-rate contracts? 

Mr. Bransten. I did. 


Mr. Peer. And yet, isn’t regularity of service, regularity of liner 
service, one of the advantages that the conferences offer when they 
grant a dual-rate contract ? 

Mr. BransteN. It is supposed to be one of the advantages. We are 
hot complaining that there is in such service. There is plenty of 
tonnage. Strangely enough, though, even though there is plenty of 

* 
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space, lots of space, we don’t get regularity of service, and that seems 
like a strange anomaly, but it nevertheless is true. It is because 
there is so much tonnage that perhaps we don’t get regularity of 
service, And it works like this. If there happens to be a certain 
amount of cargo to go from, say, a Central American port, there isa 
mad scramble to get that cargo. If we happen to have two companies 
coming up the coast, two lines coming up the coast scheduled for that 
month instead of one going in, say, on the Ist of the month, and an- 
other one on the 15th, we will find that one will go in the 15th and one 
will go in on the 16th. 

And why? 

Because, in spite of their complaint, the steamship companies’ claims 
of giving us a regular flow of coffee, realizing that they have a mo- 
nopoly on shipping that coffee; they will both go in and try to take 
it at the same time and try to take it away from each other. 

Mr. Peer. You have just said that you will not give your business to 
nonconference lines because you are afraid it would be a one-shot 
affair. 

Mr. Bransten. It would be a one-shot affair. If we were to put 
coffee on one ship, and then we would not be able—then we ourselves 
alone could not start a nonconference competition, we would only 
have maybe one or two steamers. They are all signed up in the con- 
ference. And thereafter, you realize, from then on for the rest of our 
conference contract we would always have to pay a higher rate, a 
nonconference rate. 

Supposing we were suddenly informed that we might be able to ship 
some coffee on a nonconference steamer ; we could get it on that steamer 
once, and then the steamer might not come around again for 6 months, 
and in the meantime we would have to ship the conference $3 a ton 
higher, to the conference members. 

Mr. Peer. Are there any circumstances at all when you would make 
use of the nonconference carriers? 

Mr. Bransten. We can’t; our hands are tied. We are in violation 
of the exclusive patronage clause of the conference contract. 

The CuatrMan. Would you go on with your statement ? 

Mr. BransTENn. I want to say that I don’t want to go into too much 
detail. I have gone into detail now, and I am willing to go into more 
detail, but it would take too much of the committee’s time. 

The Cuairman. You may amplify your statement later but would 
you read from your main statement ? 

Mr. Bransten. Our experience has been that this dual-rate system 
in our Pacific coast coffee trades has not produced stability of rates. 

Likewise, the dual-rate system has failed to produce regularity of 
steamer service in our trades. 

In the first place, the sailings of the different vessels in the con- 
ference are not staggered. The vessels of the different lines follow 
each other into port, apparently for fear that one line may secure 
more cargo than another. The sailing dates of the vessels are approx! 
mately the same, and then there is a gap of several weeks between 
vessels. 

We do not have the distribution of sailings that is claimed by the 
carriers to be one of the benefits of the dual-rate system. 
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In the second place, the conference lines, for their own convenience, 
do not adhere to their published schedules. Many times ships are 
days and weeks late, apparently solely for the carrier’s own operating 
convenience. 

The absence of staggered sailings and the lack of adherence to pub- 
lished schedules have presented a tremendous and very costly in- 
ventory problem to the Pacific coast coffee industry. We are forced to 
submit to this, however, because the dual-rate system has afforded 
the conference a complete monopoly and has deprived us of the pos- 
sibility of patronizing outside competition. 

Based upon our experience, we believe that the dual-rate system, 
as it has existed in the past, has not been fair or in the best interest 
of the commerce of the United States. 

We believe that a few amendments to the Shipping Act, 1916, will 
make it wholly unnecessary to have the dual-rate system. 

The principal argument in support of the dual-rate system has been 
toavoid rate wars. In our opinion, several amendments to the Ship- 
ping Act will clothe the Board with clear authority to prevent rate 
wars, and will thus make certain that the dual-rate system is not 
necessary. I will merely summarize our suggestions briefly. 

We suggest that the Shipping Act be amended by inserting therein 
a provision that no common carrier by water in foreign commerce 
shall charge any rate which is so low that it is detrimental to the 
commerce of the United States. When such an amendment is coupled 
with our additional suggestions, the Board would have complete 
power to prevent rate wars. 

The Cuartrman. That prohibition is in the so-called Bonner bill at 
page 6. 

Mr. Bransten. Yes. 

We believe that the Shipping Act should also be amended to re- 
quire every common carrier by water in foreign commerce to file its 
rates and rules with the Board at least 30 days in advance, subject 
to the right of the Board to permit less than 30 days’ notice for good 
cause. 

The CuarrMan. That is also in the Bonner bill. 

Mr. Bransten. Yes. 

Our third suggested amendment to the Shipping Act to prevent 
rate wars is @ provision authorizing the Board, on its own motion or 
pursuant to the request of any party, to suspend for a maximum pe- 
riod of 6 or 7 months any proposed rate or rule which appears to be 
unlawful, and to investigate the lawfulness thereof at a hearing at 
ba the burden shall be on the carrier to justify the proposed rate 
or rule. 

It is our view that Congress would best serve the interests of the 
shippers and receivers of cargo, the general public, and the foreign 
commerce of the United States by adopting amendments to the 
Shipping Act such as we have proposed, and by prohibiting the use 
of the dual-rate system. 

If Congress should conclude that the dual-rate system should be 
permitted, we believe that it would be absolutely essential to enact 
statutory safeguards for the shippers and receivers of cargo, so that 
they will not be completely at the mercy of the dual-rate conferences, 
as they have been in the past. We desire to suggest certain statutory 
safeguards. 
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The Cuatrman. That is in the proposed Bonner bill. 

Mr. Bransten. The detailed reasons in support of our suggested 
oe are set forth in a supplemental statement that I have 

ed. 

The Cratrman. I want to state that the Bonner bill was drafted 
after consultation between the staff of the Merchant Marine and 
Fisheries Committee and the staff of this committee. 

Mr. Bransten. Yes, sir. 

I will merely summarize our suggestions, which are as follows; 

(a) Either all rates and rules covered by any dual-rate agree. 
ment should be required to be just and reasonable; 

(6) or every conference member should have the right to take 
independent action with respect to any matter covered by a dual- 
rate agreement. 

I will elaborate briefly on these two alternate suggestions. 

Under our first alternate suggestion, the Shipping Act would be 
amended to provide that all rates which are covered by a dual-rate 
agreement, and all rules pertaining to any such rate, shall be just and 
reasonable. The Board would be authorized to determine whether 
the rate or rule was unreasonable, and if it so found, to require the 
substitution of one found by it to be reasonable. 

This would give the Board jurisdiction over the level of dual 
rates. In our supplemental statement, we have pointed out that the 
Board has asserted in various cases that it already possesses this 

wer. 

This would be the price that the carriers would be required to pay 
for the almost unlimited privilege of violating the antitrust laws of 
this country by the use of the dual-rate system. If any conference 
thought that this power in the Board would cause international com- 
plications or otherwise objected thereto, it could avoid submitting 
the level of its rates to the Board’s jurisdiction by not employing the 
dual-rate system. 

Our second alternate suggestion is that, if the dual-rate system is 
authorized, the Shipping Act should require that every dual-rate 
agreement should accord every conference member the right to take 
independent action with respect to any matter covered by a dual-rate 
agreement. 

What we have in mind in this connection is a provision with respect 
to the subject matter of dual-rate agreements similar to the inde 
pendent action provided by the Reed-Bulwinkle Act in section 5a 
of the Interstate Doamasees Act. 

The right of independent action would afford the shippers and 
receivers some measure of rate competition and protection, especially 
in trades where the dual-rate system has eliminated all noncon ference 
competition, such as in the coffee trades to the Pacific coast. The 
possibility of independent action by a conference member would act 
as a deterrent to highly unreasonable conference action. 

Under any dual-rate system, the Board should be required to 
rescribe a uniform form of dual-rate agreement which would be used 
y all conferences which desired to adopt the dual-rate system, sub- 

ject to the right of the Board to authorize such departures from the 
uniform form by individual conferences as the Board found to be 
reasonable. 
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The Board’s uniform form of dual-rate agreement would be adopted 
only after all parties had an opportunity to be heard and to offer 
suggestions. 

We believe that in such form of dual-rate agreements the Board 
should include appropriate provisions requiring the conference lines 
to maintain reasonably regular service. Also, the Board should sub- 
stitute something more equitable in place of the very onerous existing 
provisions with respect to liquidated. damages and cancellation of the 
agreement in the event of a breach by the shipper or receiver. 

In our opinion, the provision by the Board of a uniform form of 
dual-rate agreement would be the best means of solving the existing 
problems pertaining to the proper contents of dual-rate agreements. 

If this method were not edionied: the Shipping Act should certainly 
require that all proposed dual-rate agreements be submitted to the 
Board for approval under section 15 of the act. 

I have already suggested that if the dual-rate system is prohibited, 
in order to prevent rate wars the Shipping Act should be amended 
to prohibit any rate of conferences or individual lines which is so 
low that it is detrimental to the commerce of the United States. We 
believe that such a provision would be equally important if the dual- 
rate system were authorized. 

This power would enable the Board to prevent any nonconference 
line in the trade from establishing a rate so low that it might start 
arate war. Likewise it would empower the Board to prevent a confer- 
ence from establishing a low rate which might result in a rate war 
with a nonconference carrier operating in the same trade, or with 
another conference or a nonconference carrier operating in a competi- 
tive trade route. 

Finally, if any member of a conference were authorized to take inde- 
pendent action, this would enable the Board to prohibit independent 
rate action by a member of a conference in a manner which might 
cause a rate war. 

In addition to making unlawful any rate which is so low that it is 
detrimental to the commerce of the United States, we believe that 
if the dual-rate system is permitted, the Shipping Act should be 
amended to make unlawful any conference rate established pursuant 
to section 15 of the act which is so high that it is detrimental to com- 
merce. This would afford some measure of protection to shippers 
and receivers against conference rates becoming so high that they 
have an adverse effect on our foreign trade. We believe that this 
provision should apply to all conference rates, whether adopted in 
connection with a dual-rate system or not. 

In our discussion of methods to prevent rate wars if the dual-rate 
system is prohibited, we suggested that all rates and rules of all com- 
mon carriers by water in foreign commerce be required to be filed at 
least 30 days in advance. This change should likewise be made in 
the law if the dual-rate system is authorized. 

Only by means of a provision of this type can shippers and receivers 
be assured of advance notice which will afford them an opportunity 
to protect themselves against a rate or rule which would be detrimental 
to their interest, 
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As I pointed out previously, the Board should have the power to 
permit a filing on less than 30 days’ notice if it found good cause 
therefor. 

If the dual-rate system is authorized, it is likewise important that 
the Board be granted power to suspend any proposed rate or rule that 
appears to be unlawful, and to hold a hearing to determine the law- 
fulness thereof. At such hearing the burden should be on the carrier 
to prove the lawfulness of the rate or rule. 

The suspension power should be for a period of 6 or 7 months. If 
the Board had not completed its determination of the lawfulness there- 
of by the end of such period, the proposed rate or rule would there- 
upon become effective. 

If the dual-rate system is authorized, we believe that the Shipping 
Act should provide that a dual-rate agreement may apply only to 
shipments with respect to which the signer of the agreement has the 
right to select the carrier under the contract of sale or actually selects 
the carrier. 

It would be very unfair and unwise to attempt to apply a dual-rate 
agreement to a signer who under the contract of sale did not have the 
right to select the carrier and who did not in fact select the carrier. 

If the agreement were applied in such a situation, it would make 
the signer responsible for something over which he had no control, or 
else it would be attempting to dictate to him that he must sell or pur- 
chase his goods on a basis on which he had the right to select the 
carrier. The shippers and receivers should have statutory protection 
against the dual-rate system being used in this manner. 

We believe that the Shipping Act should give the Board express 
power to require the discontinuance of any dual-rate system of any 
conference that it finds to be operating to the detriment of the com- 
merce of the United States or to be operated in any way in violation 
of law. This would be similar to the Board’s power to require the 
cancellation of conference agreements previously approved under 
section 15 of the act. This power, in our opinion, is essential to protect 
the shipping public. 

We Moe encountered particular difficulty in attempting to deal 
with one of our dual-rate conferences which has its principal office 
outside the United States. 

The Association of West Coast ee Cos., which operates 
from Pacific ports of Columbia to the Pacific coast, maintains its 
principal office in Cristobal, C.Z. 

There is no one in the United States who has authority to act con- 
cerning conference matters. We have found it almost impossible to 
reach anyone in Cristobal to discuss our problems. The result has 
been a most unsatisfactory situation. 

We believe that the law should require that any conference an 
ing the dual-rate system must maintain its principal office in t 
United States. Since the conference would be permitted to violate the 
antitrust laws of this country, it should at least make itself available 
for consultation by maintaining its principal office in this country. 

The Cuarmrman. Are their conferences or offices outside the United 
States ? 

Mr. Bransten. The offices of this particular conference, which we 
call the Association of West Coast Steamship Co.’s, the head office 18 
in Cristobal. And it is the same for New York as it is for here. And 
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I remember many years ago having the experience of being in the 
Canal Zone and trying to see them down there, and it was with great 
difficulty that I stumbled across the Canal Zone in a train and then 
found I was too late getting there, and being told, “Come back some 
other time,” and things of that sort, thousands of miles away from us. 
The head office should be in this country. 

I believe that there is something concerning this in the proposed 
Bonner bill. 

Mr. Townsenp. Mr. Chairman, that only goes to the service of 
process. 

The Cuarrman. To the service of process, it does not provide for 
the office to be in the United States. 

The point you are making is well taken. 

Mr. Bransten. We have the difficulty of protesting—you asked 
about protesting rates and changes—we have had the difficulty of pro- 
testing to this conference, or to its representatives in San Francisco, 
and being told that it would have to be referred to Cristobal. And 
we were unable always to get down there so easily. 

This completes our discussion with respect to the dual-rate system. 
We request that the supplemental statement that we have filed with 
the subcommittee be copied into the record, and that it be considered 
inconjunction with the statement that I have presented. 

The Cuarrman. You have the privilege of placing it in the record, 
and it will be considered in conjunction with the statement that you 
have now presented. 

Mr. Bransten. In conclusion—and this is a point that we partic- 
warly want to bring out and emphasize—we believe that it is essen- 
tial that the present laws be amended in such a way that the Federal 
Maritime Board will be solely an independent regulatory agency. 
This would mean that the Board would no longer be part of the De- 
partment of Commerce, but would be an independent agency such as 
the Interstate Commerce Commission. In addition, it would mean 
that the functions of the Board and its members would be limited to 
regulatory matters; that is, the enforcement of the regulatory ship- 


OG 
z e CHarrMAN. I agree with you on that, there is no question 
ut it. 

Mr. Bransten. Thank you, sir. 

In our opinion, one of the difficulties which shippers and receivers 
have encountered in the past in attempting to have their interests 
Petected has been that the Board and its members have been over- 
urdened with promotional matters involving the promotion of our 
foreign commerce, as distinguished from regulatory matters, and have 

n more interested in the more glamorous side of shipping—such 
as granting subsidies, and vessel design and construction. We believe 
that, as a result, the regulatory aspects of shipping have not received 
the prompt and careful consideration of the Board that they deserve. 

hat we have in mind is a separate Maritime Administrator who 
would not be a member of the regulatory board. We believe that there 
should be two Deputy Maritime Administrators, appointed by the 
resident, who would assist the Maritime Administrator in his ad- 
ministrative functions. 
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These three—acting as a board or a commission, with the Maritime 
Administrator as chairman—should pass upon all promotional mat- 
ters which presently require action by the Federal Maritime Board, 
This would include such matters as awarding subsidies and determin- 
ing the amounts of subsidies and the service to be provided by subsi- 
dized lines. 

This would leave the Maritime Board free to devote its full atten- 
tion to regulatory matters, and would assure that regulatory matters 
will receive the attention that they require. Unless this separation of 
functions is adopted, we doubt very much whether the enactment of 
statutory safeguards against the dual-rate system will be really effec- 
tive in fully protecting the interests of the shippers and receivers of’ 
cargo. 

@ appreciate very much the opportunity of presenting our views 
to the subcommittee. We hope that Congress will agree with us that, 
with a few statutory amendments, the dual-rate system will be unneces- 
sary and should be prohibited. If, on the other hand, the dual-rate 
vo is authorized, safeguards along the lines that I have suggested 
should certainly be afforded to protect shippers and receivers of car: 
against the practically unlimited moniepalistic power which the dual- 
rate system would otherwise grant the conferences. 

The CHarrMAN. Your statements shall be placed in the record. 

(The documents referred to appear at pp. 170-175. ) 

The CuHatrman. The Chair will also place in the record at this 
time H.R. 4299, a bill offered by our distinguished colleague from 
North Carolina, Mr. Bonner, chairman of the Committee on Merchant 
Marine and Fisheries. 

(The bill referred to appears at p. 227.) 

The CHarrman. We take this opportunity to thank you and coun- 
sel for your very excellent contribution this morning. 

Mr. TownsEnD. May I make just one observation, Mr. Chairman, 
about this matter of rates so low that they are detrimental to com- 
merce. 

I believe that the Bonner bill to which you have just referred limits 
that provision to conference rates, rates of steamship conferences. 

Now, our thought is just a little different. We believe that a law, 
to be effective, should prohibit rates of any individual carrier so low 
that they are detrimental to commerce, so that if there was a noncon- 
ference line that started a rate war by a very low rate, that rate could 
be prohibited by the Federal Maritime Board as well as a conference 
rate. And I think that is an important distinction that should be 
clarified in this bill. 

The Cuarrman. Thank you for that distinction. But you must 
remember that this is within the primary purview of the Merchant 
Marine and Fisheries Committee. 

Mr. Townsenp. I understand. I just made that observation be-’ 
cause of the question that was raised. 

Mr. Meaper. Mr. Branston, it impresses me that your recommen- 
dations would add vast powers to the Federal Maritime Board which 
it does not now possess, approaching almost the power to fix rates. 
Isn’t' there some danger in increasing the power of a board in this 
way ? 
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Mr. Brantsen. I would only say that we have a number of—my 
only comment, personal observation, is that we have a number of 
independent regulatory agencies of the Government. And it would 
appear to me that when we have a vast, powerful and important in- 
dustry such as the shipping industry, which is a common carrier in 
some respects similar to other common carriers such as trucking lines 
and the railroad industry, which is given this vast, sometimes, as it has 
been in the past, unlimited power, that there must be a referee in the 
Government to regulate—without going as far as you say, exactly 
fixing rates—but at least refereeing and regulating rates. 

Supposing we were to say, as we have been saying for the last 10 
or 15 years, that our rate is unfair, and we have no power to change 
it, to whom are we to turn except to our Government, and to whom are 
we going to turn in our Government except this organization which 
we have been told is called the Federal Maritime Board ? 

It should be able to referee rates. Somebody has to say that the 
rate is either fair or unfair. I don’t think it should go as far as fixing 
rates, but it should go as far as—— 

Mr. Meaper. How can you stop ? 

If you say the Federal Maritime Board should have the power to 
determine whether a rate is fair or unfair, how does that differ from 
actually setting the rate, such as we are investigating, power similar 
to what we had with OPA and OPS? 

If you are going to do that with ocean shipping rates, why don’t 
you do it with all other transportation rates ? 

And once you do that you move from there into some other ac- 
tivities, perhaps. It seems to me your recommendation to move in 
the direction of a Government price list 

Mr. Bransten. Mr. Meader, may I ask counsel 

Mr. Meaper. I know you would not want the coffee industry to have 
its prices fixed by the Government, would you ? 

Mr. BransteNn. No, sir; we would not. But we are not a common 
carrier. Mr. Meader, may I ask our counsel to answer you? 

The CHarrman. May I make this interpolation ? 

Of course, railroads, they actually fix their own rates, and file 
them, and ordinarily, if nobody protests after a certain period, they 
are deemed approved by the Tce. The ICC takes no action unless 
there is something unusual. 

Is that your suggestion for the Maritime Board ? 

Mr. Townsenp. Mr. Chairman, may I try to explain this briefly? 
I think there are two possible alternatives. One is just what you 
have stated, to require the common carriers in foreign commerce to 
file the rates in advance, as is proposed in the Bonner bill, 30 days 
inadvance. 

Now, we think that coupled with that should be a power in the 
Board to suspend any published rate that it believes appears to be 
unlawful, just as the Interstate Commerce Commission may do, and 
then enter upon a hearing, and so on, that same, usual procedure. 

The CHatrman. You would be satisfied with that, would you? 

Mr. Townsenp. May I just follow up? 

_Then there are two alternatives. One is to give the Federal Mari- 
time Board complete jurisdiction over the reasonableness of rates in 
foreign commerce. That would be regulating the level of the rates 
like the Interstate Commerce Commission does with railroads. 
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Now, that is the most far reaching. 

Now, an alternative that does not go that far and does not give 
the Board complete authority over the level of the rates woul 
along the lines of what already is in the Bonner bill, of preventi 
rates that are so low that they are detrimental to the commensal 
the United States, but adding to that the fact that that would apply 
to rates of individual carriers. 

Now, that isn’t citing the level, that is just protecting our foreign 
trade by not allowing rate wars to start. 

Now, you have, as I see it, those two alternatives. 

The Cuarrman. Thank you very much, Mr. Bransten. 

(The document referred to on p. 168 follows :) 


STATEMENT OF EHDWARD BRANSTEN ON BEHALF OF PACIFIC COAST COFFEE 
ASSOCIATION 


I, INTRODUCTION 


My name is Edward Bransten. I am vice president of M.J.B. Co., which, 
among other businesses, is engaged in the importing and roasting of coffee in 
San Francisco and its distribution throughout the West. I am chairman of 
the Steamship Committee of the Pacific Coast Coffee Association, and am appear- 
ing here on behalf of that association. I am accompanied by the association's 
counsel, J. Richard Townsend. 

The Pacific Coast Coffee Association is a trade organization composed of 70 
firms engage in the importation, sale, or manufacture of coffee on the Pacific 
coast. Its members constitute practically the entire coffee industry on the 
Pacific coast. 

The position of the Pacific Coast Coffee Association, which I am stating here 
today, has been approved by the unanimous vote of the members of the associa- 
tion at an annual meeting, as well as by the executive committee and steamship 
committee of the association. 

Coffee is the leading import to the Pacific coast of the United States in dollar 
value. During the year 1959 the total imports of coffee to the Pacific coast of 
the United States were 208,000 tons, having a value of $152 million. This 
coffee is imported principally from Brazil, Colombia, and the west coast of 
Central. America and Mexico. There are four steamship conferences in the 
trade routes from these areas, namely, the Pacific Coast River Plate Brazil 
Conference covering shipments from Brazil, the Colpac Freight Conference 
from the Atlantic ports of Colombia, the Association of West Coast Steamship 
Companies from Pacific ports of Colombia, and the Camexco Freight Conference 
from west coast ports of Central America and Mexico. 

The dual rate system applies in three of these conferences, namely, the 
Camexco and Colpac Conferences and the Association of West Coast Steamship 
Companies. 

The coffee business is very highly competitive and a difference of a fraction 
of a cent per pound on green coffee is very important from a competitive stand- 
point. Moreover, it is important for the coffee roasters on the Pacific coast 
to have a steady flow of incoming coffee so that they will have an adequate 
supply on hand at all times without having an excessive inventory. For this 
reason the matter of steamship rates and service is very important in the 
coffee trade and the Pacific Coast Coffee Association has kept in very close 
touch with this situation for many years. The association has made a careful 
study of the dual rate system, and the views that I will present are the result 
of that study. 

Il. SUMMARY OF ASSOCIATION POSITION 


The position of the Pacific Coast Coffee Association may be summarized briefly 
as follows: 
(1) We are not opposed to the steamship conference system if it is prop 
erly controlled and administered. 
(2) Weare opposed to the dual rate system. 
(3) We believe that with a very few amendments of the Shipping Act, 
1916, there will be no need for the dual rate system. 
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(4) We believe that if the dual rate system were authorized, it would be 
absolutely essential to enact certain legislative safeguards for shippers and 
receivers of cargo. 

I will first explain briefly why we are opposed to the dual rate system. There- 
after I will suggest certain amendments to the Shipping Act which will eliminate 
the necessity for the dual rate system, and finally amendments which would be 
necessary if the dual rate system were authorized. 


III. REASONS FOR OPPOSING DUAL RATE SYSTEM 


Our fundamental reason for opposing the dual rate exclusive patronage system 
is that, as practiced in our trades, that system leaves us at the merey of the 
steamship conferences, and without any effective governmental control over the 
members of the conferences. 

In each of our three trades which employ the dual rate system, the steamship 
conference has a complete monopoly, since there is no nonconference competition 
inany of those trades. We are consequently forced to deal with the conference 
lines. 

These lines have taken advantage of this situation by employing a dual rate 
agreement which is not an agreement in the true sense of the word. We as 
coffee receivers have no bargaining position with respect to the contents of the 
dual rate agreement. 

The noncontract rates are $3 per ton higher than the contract rates in each 
of these three dual rate trades. Because of competitive conditions we cannot 
pay the higher noncontract rates. We are therefore compelled to enter into any 
dual rate agreement that the conference places before us. 

Actually the term “dual rate system’ is a misnomer in our coffee trades. It 
has been our experience that there are not two rates under which coffee moves. 
All of the coffee moves under the contract rate, and the so-called noncontract 
rate is merely a means of requiring us to sign the exclusive patronage agreement. 

Moreover, the dual rate agreement in our trades is not an agreement in the 
true sense because it is practically all onesided. Attached to my statement as 
appendix A is a photographic copy of the Receiver’s Freighting Agreement of the 
Camexco Freight Conference, which, it should be pointed out, applies exclusively 
to coffee. The agreements of the other two dual rate conferences that I have 
mentioned are substantially similar to that of the Camexco Conference. 

Although we are subject to substantial obligations under the dual rate agree- 
ments, the carriers are really not required to do anything that they are not 
already required to do under existing law, except that they agree to give us 60 
days’ notice of rate increases. In one of our conferences this notice is only 
30 days. 

The carriers have contended that the dual rate system results in stability of 
rates and regularity of steamer service. These results have not followed in 
our trade. 

Since there is nothing in the dual rate agreement or in the law to prevent 
them from doing so, and there is no nonconference competition, the conferences 
have increased our freight charges from time to time without proper considera- 
tion of our interests. These increases have had a very serious effect on the 
competitive position of the Pacific coast coffee industry. Although we have 
what the conferences call a rate agreement with them, we have no voice in 
preventing or controlling rate increases whenever the conferences desire to 
make them. Because the conference has a complete monopoly in our trades, 
we have no outside competition to which we can turn for assistance. 

At this point I would like to give a specific illustration of the injustices 
under which we have suffered by reason of the contract dual rate system. I 
want to emphasize that this is only one illustration of many others that I 
could give, but it is a significant,one. 

The second largest producing country in the world, Colombia, ships most of 
its coffee from the west coast Colombian port of Buenaventura. This coffee 
is shipped to the east coast of the United States via the Panama Canal where 
it pays transit tolls; however, it is shipped directly from Buenaventura to the 
west coast points of the United States naturally without going through the 
Panama Canal. The same conference operates to both the Atlantic coast and 
the Pacific coast. Now, right after the war our rates to the Pacific coast were 
$15.40 per ton, whereas those to the east coast were $15 per ton; this actually 
is a small difference, although we maintain that the rates should be the same. 
As of right now, however, the rate to the Pacific coast is $28.20 per ton, versus 
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a rate to the Atlantic coast of $23 per ton. The differential to our detriment 
is $5.20 a ton, where it had been at one time 40 cents a ton. 

One example of how this much greater differential came about follows: In 
January of 1955 our three dual rate conferences raised rates to the Pacific coast 
by $5 per ton. We protested to no avail. Rates were not raised to the Atlantic 
coast until a year and a half later, and then by only $3 a ton. We had no 
alternative but to accept this sort of treatment as we actually have no voice in 
preventing rate increases or in the amount of such increases. 

I particularly emphasize these difficulties because coffee is such a highly com- 
petitive item ; its selling price is set nationally, all costs including transportation 
costs enter into the price. As Pacific coast roasters we thereby are placed ata 
competitive disadvantage against national roasters who are able to average the 
cost of transportation by reason of importing on all three coasts of the United 
States. 

I again want to say that I do not wish to go into too much detail or take too 
much of the committee’s time, and have only taken this one example of others I 
could have cited of the disadvantages to which we have been subjected because 
of what I term the coercive nature of the contract into which we have had to 
enter. . 

Our experience has been that the dual rate system in our Pacific coast coffee 
trades has not produced stability of rates. 

Likewise, the dual rate system has failed to produce regularity of steamer 
service in our trades. In the first place, the sailings of the different vessels 
in the conference are not staggered. The vessels of the different lines follow 
each other into port, apparently for fear that one line may secure more cargo 
than another. The sailing dates of the vessels are approximately the same, and 
then there is a gap of several weeks between vessels. We do not have the dis- 
tribution of sailings that is claimed by the carriers to be one of the benefits of 
the dual rate system. 

In the second place, the conference lines, for their own convevnience, do not 
adhere to their published schedules. Many times ships are days and weeks late, 
apparently solely for the carrier’s own operating convenience. 

The absence of staggered sailings and the lack of adherence to published 
schedules have presented a tremendous and very costly inventory problem to 
the Pacific coast coffee industry. We are forced to submit to this, however, 
because the dual rate system has afforded the conference a complete monopoly 
and has deprived us of the possibility of patronizing outside competition. 

Based upon our experience, we believe that the dual rate system, as it has 
existed in the past, has not been fair or in the best interest of the commerce of 
the United States. 

We believe that a few amendments to the Shipping Act, 1916, will make it 
wholly unnecessary to have the dual rate system. 


IV. LACK OF NECESSITY FOR DUAL RATE SYSTEM 


The principal argument in support of the dual rate system has been to avoid 
rate wars. In our opinion, several amendments to the Shipping Act will clothe 
the Board with clear authority to prevent rate wars, and will thus make certain 
that the dual rate system is not necessary. I will merely summarize our sug- 
gestions briefly. 


1. Prohibiting low rates detrimental to commerce 


We suggest that the Shipping Act be amended by inserting therein a provision 
that no common carrier by water in foreign commerce shall charge any rate 
which is so low that it is detrimental to the commerce of the United States. 
When such an amendment is coupled with our additional suggestions, the 
Board would have complete power to prevent rate wars. 


2. Filing of rates and rules in advance 

We believe that the Shipping Act should also be amended to require every 
common carrier by water in foreign commerce to file its rates and rules with the 
Board at least 30 days in advance, subject to the right of the Board to permit 
less than 30 days’ notice for good cause. 


3. Suspension of proposed rates and rules 


Our third suggested amendment to the Shipping Act to prevent rate wars is 
a provision authorizing the Board, on its own motion or pursuant to the re 
quest of any party, to suspend for a maximum period of 6 or 7 months any pro- 
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posed rate or rule which appears to be unlawful, and to investigate the law- 
fulness thereof at a hearing at which the burden shall be on the carrier to 
justify the proposed rate or rule. 

It is our view that Congress would best serve the interests of the shippers 
and receivers of cargo, the general public, and the foreign commerce of the 
United States by adopting amendments to the Shipping Act such as we have 
proposed, and by prohibiting the use of the dual-rate system. 

If Congress should conclude that the dual-rate system should be permitted, 
we believe that it would be absolutely essential to enact statutory safeguards 
for the shippers and receivers of cargo, so that they will not be completely at the 
merey of the dual-rate conferences, as they have been in the past. We desire 
to suggest certain statutory safeguards. 


Vy. SUGGESTED SAFEGUARDS FOR SHIPPERS AND RECEIVERS IF DUAL-RATE SYSTEM IS 
AUTHORIZED 


The detailed reasons in support of our suggested safeguards are set forth in 
a supplemental statement that I have filed with the subcommittee. I will 
merely summarize our suggestions, which are as follows: 

First, if the dual-rate system is authorized, we believe that one of the fol- 
lowing alternatives should be adopted : 

(a) Either all rates and rules covered by any dual rate agreement should 
be required to be just and reasonable, 

(b) Or every conference member should have the right to take inde- 
pendent action with respect to any matter covered by a dual-rate agreement. 

I will elaborate briefly on these two alternate suggestions. 


1(a). Reasonableness of dual rates 


Under our first alternate suggestion, the Shipping Act would be amended to 
provide that all rates which are covered by a dual rate agreement, and all 
rules pertaining to any such rate, shall be just and reasonable. The Board 
would be authorized to determine whether the rate or rule was unreasonable, 
and if it so found, to require the substitution of one found by it to be reasonable. 

This would give the Board jurisdiction over the level of dual rates. In our 
supplemental statement we have pointed out that the Board has asserted in 
various cases that it already possesses this power. 

This would be the price that the carriers would be required to pay for the 
almost unlimited privilege of violating the antitrust laws of this country by 
the use of the dual-rate system. If any conference thought that this power 
in the Board would cause international complications or otherwise objected 
thereto, it could avoid submitting the level of its rates to the Board’s jurisdic- 
tion by not employing the dual-rate system. 

1(b). Right of independent action 

Our second alternate suggestion is that, if the dual-rate system is authorized, 
the Shipping Act should require that every dual-rate agreement should accord 
every conference member the right to take independent action with respect 
toany matter covered by a dual-rate agreement. ’ 

What we have in mind in this connection is a provision with respect to the 
subject matter of dual-rate agreements similar to the independent action pro- 
vided by the Reed-Bulwinkle Act in section 5a of the Interstate Commerce Act. 

The right of independent action would afford the shippers and receivers some 
measure of rate competition and protection, especially in trades where the 
dual-rate system has eliminated all nonconference competition, such as in the 
coffee trades to the Pacific coast. The possibility of independent action by a 
a i member would act as a deterrent to highly unreasonable conference 
action. 


2. Uniform form of dual-rate agreement 


Under any dual-rate system, the Board should be required to prescribe a uni- 
form form of dual-rate agreement which would be used by all conferences which 
desired to adopt the dual-rate system, subject to the right of the Board to au- 
thorize such departures from the uniform form by individual conferences as the 
Board found to be reasonable. 

The Board’s uniform form of dual-rate agreement would be adopted only after 
all parties had an opportunity to be heard and to offer suggestions. 
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We believe that in such form of dual-rate agreement the Board should in. 
clude appropriate provisions requiring the conference lines to maintain reason- 
ably regular service. Also the Board should substitute something more equita- 
ble in place of the very onerous existing provisions with respect to liquidated 
damages and cancellation of the agreement in the event of a breach by the 
shipper or receiver. 

In our opinion, the provision by the Board of a uniform form of dual-rate 
agreement would be the best means of solving the existing problems pertaining 
to the proper contents of dual-rate agreements, 

If this method were not adopted, the Shipping Act should certainly require 
that all proposed dual-rate agreements be submitted to the Board for approval 
under section 15 of the act. 


8. Rates detrimental to commerce 


I have already suggested that if the dual-rate system is prohibited, in order 
to prevent rate wars the Shipping Act should be amended to prohibit any rate 
of conferences or individual lines which is so low that it is detrimental to the 
commerce of the United States. We believe that such a provision would be 
equally important if the dual-rate system were authorized. 

This power would enable the Board to prevent any nonconference line in the 
trade from establishing a rate so low that it might start a rate war. Likewise, 
it would empower the Board to prevent a conference from establishing a low 
rate which might result in a rate war with a nonconference carrier operating in 
the same trade, or with another conference or a nonconference carrier operating 
in a competitive trade route. Finally, if any member of a conference were 
authorized to take independent action, this would enable the Board to prohibit 
independent rate action by a member of a conference in a manner which might 
cause a rate war. 

In addition to making unlawful any rate which is so low that it is detrimental 
to the commerce of the United States, we believe that if the dual-rate system is 
permitted, the Shipping Act should be amended to make unlawful any confer- 
ence rate established pursuant to section 15 of the act which is so high that it 
is detrimental to commerce. This would afford some measure of protection to 
shippers and receivers against conference rates becoming so high that they have 
an adverse effect on our foreign trade. We believe that this provision should 
apply to all conference rates, whether adopted in connection with a dual-rate 
system or not. 


4. Filing of rates and rules in advance 


In our discussion of methods to prevent rate wars if the dual-rate system is 
prohibited, we suggested that all rates and rules of all common carriers by 
water in foreign commerce be required to be filed at least 30 days in advance. 
This change should likewise be made in the law if the dual-rate system is 
authorized. 

Only by means of a provision of this type can shippers and receivers be as- 
sured of advance notice which will afford them an opportunity to protect them- 
selves against a rate or rule which would be detrimental to their interests. 

As I pointed out previously, the Board should have the power to permit a 
filing on less than 30 days’ notice if it found good cause therefor. 


5. Suspension of proposed rates and rules 


If the dual-rate system is authorized, it is likewise important that the Board 
be granted power to suspend any proposed rate or rule that appears to be un- 
lawful, and to hold a hearing to determine the lawfulness thereof. At such 
hearing the burden should be on the carrier to prove the lawfulness of the rate 
or rule. The suspension power should be for a period of 6 or 7 months. If the 
Board had not completed its determination of the lawfulness thereof by the 
end of such period, the proposed rate or rule would thereupon become effective. 


6. Scope of applicability of dual-rate agreements 


If the dual-rate system is authorized, we believe that the Shipping Act should 
provide that a dual-rate agreement may apply only to shipments with respect 
to which the signer of the agreement has the right to select the carrier under 
the contract of sale or actually selects the carrier. 

It would be very unfair and unwise to attempt to apply a dual-rate agreement 
to a signer who under the contract of sale did not have the right to select the 
carrier and who did not in fact select the carrier. If the agreement were 
applied in such a situation, it would make the signer responsible for something 
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over which he had no control—or else it would be attempting to dictate to him 
that he must sell or purchase his goods on a basis on which he had the right to 
select the carrier, The shippers and receivers should have statutory protection 
against the dual-rate system being used in this manner. 


7. Power to require discontinuance of dual-rate system 


We believe that the Shipping Act should give the Board express power to re- 
quire the discontinuance of any dual-rate system of any conference that it finds 
to be operating to the detriment of the commerce of the United States or to be 
operated in any way in violation of law. This would be similar to the Board’s 
power to require the cancellation of conference agreements previously approved 
under section 15 of the act. This power, in our opinion, is essential to protect 
the shipping public. 


8. Principal office of conference 


We have encountered particular difficulty in attempting to deal with one of 
our dual-rate conferences which has its principal office outside the United States. 

The Association of West Coast Steamship Companies, which operates from 
Pacific ports of Colombia to the Pacific coast, maintains its principal office in 
Cristobal, C.Z. There is no one in the United States who has authority to act 
concerning conference matters. We have found it almost impossible to reach 
anyone in Cristobal to discuss our problems. The result has been a most 
unsatisfactory situation. 

We believe that the law should require that any conference adopting the dual- 
rate system must maintain its principal office in the United States. Since the 
conference would be permitted to violate the antitrust laws of this country, it 
should at least make itself available for consultation by maintaining its princi- 
pal office in this country. 

This completes our suggestions with respect to the dual-rate system. We re- 
quest that the supplemental statement that we have filed with the subcommittee 
be copied into the record, and that it be considered in conjunction with the state- 
ment that I have presented. 

In conclusion, we believe that it is essential that the present laws be amended 
in such a way that the Federal Maritime Board will be solely an independent 
regulatory agency. This would mean that the Board would no longer be part 
of the Department of Commerce, but would be an independent agency such as the 
Interstate Commerce Commission. In addition, it would mean that the functions 
of the Board and its members would be limited to regulatory matters—that is, the 
enforcement of the regulatory shipping acts. 

In our opinion, one of the difficulties which shippers and receivers have en- 
countered in the past in attempting to have their interests protected has been 
that the Board and its members have been overburdened with promotional mat- 
ters involving the promotion of our foreign commerce, as distinguished from regu- 
latory matters, and have been more interestéd in the more glamorous side of 
shippng—such as granting subsidies, and vessel design and construction. We 
believe that, as a result, the regulatory aspects of shipping have not received the 
prompt and careful consideration obf the Board that they deserve. 

What we have in mind is a separate Maritime Administrator who would not 
be a member of the regulatory Board. We believe that there should be two 
Deputy Maritime Administrators, appointed by the President, who would assist 
the Maritime Administrator in his administrative functions. These three— 
acting as a board or a commission, with the Maritime Administrator as chair- 
man—should pass upon all promotional matters which presently require action 
by the Federal Maritime Board. This would include such matters as awarding 
subsidies and determining the amounts of subsidies and the service to be pro- 
vided by subsidized lines. 

This would leave the Maritime Board free to devote its full attention to 
regulatory matters, and would assure that regulatory matters will receive the 
attention that they require. Unless this separation of functions is adopted, we 
doubt very much whether the enactment of statutory safeguards against the 
dual-rate system will be really effective in fully protecting the interests of the 
shippers and receivers of cargo. 

We appreciate very much the opportunity of presenting our views to the sub- 
committee. We hope that Congress will agree with us that, with a few statutory 
amendments, the dual-rate system will be unnecessary and should be prohibited. 
If, on the other hand, the dual-rate system is authorized, safeguards along the 
lines that I have suggested should certainly be afforded to protect shippers and 
receivers of cargo against the practically unlimited monopolistic power which 
the dual-rate system would otherwise grant the conference. 
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(The document referred to at p. 168 follows:) 


SUPPLEMENTAL STATEMENT OF PACIFIC COAST COFFEE ASSOCIATION 


This statement supplements the testimony that was presented before the 
subcommittee by Mr. Edward Bransten on behalf of the Pacific Coast Coffee 
Association. It discusses in more detail the amendments to the Shipping Act, 
1916, that were suggested by Mr. Bransten in the event that the dual rate system 
is authorized by Congress. Such amendments will be considered in the order 
in which they were discussed by him. 


IA. REASONABLENESS OF DUAL RATES 


Mr. Bransten first suggested that either all rates and rules covered by a 
dual-rate agreement should be required to be reasonable, or that in any con- 
ference line should have the right to take independent action. 

The first of these suggestions contemplates that the Federal Maritime Board 
would have authority to determine the reasonableness of all rates and rules 
covered by a dual-rate agreement, and to prescribe reasonable rates and rules. 

Since this suggestion would give the Board jurisdiction over the level of dual 
rates, it will undoubtedly be met with the argument that it would cause inter- 
national complications. But, upon analysis, it will be seen that such is not the 
case. 

Actually the Board already has jurisdiction over the reasonableness of all 
conference rates under section 15 of the Shipping Act. In the case of Edmond 
Weil v. Italian Line, 1 U.S. S.B.B. 395, the Board’s predecessor said at page 398: 

“* * * An unreasonably high rate is clearly detrimental to the commerce 
of the United States and upon a showing that a conference rate in foreign 
commerce is unreasonably high the Department will require its reduction to a 
proper level. * * *” 

The Board and its predecessors have reiterated this power in the following 
cases: Pacific Coast-River Plate Brazil Rates, 2 U.S.M.C. 28 (1989) ; Contract 
Rates—Japan-Atlantic and Gulf Freight Conference, 4 F.M.B. 706 (1955); 
Secretary of Agriculture v. North Atlantic Continental Freight Conference, 5 
F.M.B. 20 (1956). 

We believe that by means of a specific amendment to the Shipping Act Con- 
gress should clarify the Board’s power over the reasonableness of all rates 
which are covered by dual rate agreements, so that this power would be clearly 
recognized by the carriers, the shippers, and receivers of cargo, and the Board 
By clarifying the situation in this respect, therefore, Congress would actually 
not be granting the Board any additional power which it does not already pos- 
sess. No international complications have resulted from having this power in 
the Board. 

As the Board and its predecessors have stated, unreasonably high rates are 
detrimental to the commerce of the United States. When steamship lines are 
permitted not only to function as a conference, but also to exercise the almost 
unlimited power of the dual rate system, they are being granted a privilege to 
violate the antitrust laws of this country. We cannot see how any international 
complications would result if Congress limited this privilege to the extent of 
saying that when the steamship lines exercise this privilege they cannot go 80 
far as to establish unreasonable rates or rules. This is a very small price to 
pay for such almost unlimited privilege of violating the antitrust laws of this 
country. 

If it is contended that the Board does not presently have jurisdiction over 
the reasonableness of conference rates under section 15 of the Shipping Act, 
then we still say that Congress should make it clear that the Board would have 
jurisdiction over the reasonableness of all rates and rules covered by dual rate 
agreements. The regulation of the reasonableness of their rates and rules cov- 
ered by dual rate agreements would be the price that the conference lines would 
pay for the privilege of employing the dual rate system. No international com- 
plications should result in this respect, since any conference which objected 
to having the reasonableness of its rates and rules regulated could avoid such 
regulation by discontinuing the use of the dual rate system. 
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IB. RIGHT OF INDEPENDENT ACTION 


Mr. Bransten stated that if the Board were not given jurisdiction over the 
reasonableness of rates and rules covered by dual-rate agreements, every con- 
ference member should be accorded the right to take independent action with 
respect to any matter covered by a dual-rate agreement. 

What we have in mind in this connection is a provision similar to what was 
included in the Reed-Bulwinkle Act, which was added to the Interstate Com- 
merce Act as section 5a in 1948. That section authorizes carriers subject to 
the jurisdiction of the Interstate Commerce Commission to form conferences 
for rate and rulemaking purposes, if approved by the Commission. Paragraph 
(6) of that section is as follows: 

“(6) The Commission shall not approve under this section any agreement 
which establishes a procedure for the determination of any matter through joint 
consideration unless it finds that under the agreement there is accorded to each 
party the free and unrestrained right to take independent action either before 
or after any determination arrived at through such procedure.” 

If such a provision were included in the Shipping Act, to be effective with 
respect to any matter covered by a dual-rate agreement, it would prevent ex- 
porters and importers and the general public from being completely at the mercy 
of a majority or other percentage of the conference members in a dual-rate trade. 
If the conference went too far out of line on its rates or rules, the public would 
have the protection that one or more of the conference lines might not be 
prepared to go to the extremes proposed by the other conference lines. To this 
extent there would be rate competition among the conference lines themselves. 

The adoption of such a provision would place action by conferences within the 
scope of the dual-rate agreement on a unanimous consent basis. In any con- 
ference operating under a dual-rate system, the adoption of such a provision 
would still permit the conference members, when acting within the scope of 
the dual-rate agreement, to act in concert on matters on which they can all 
agree, free from antitrust penalties. 

A provision of this type would tend to keep the conference rates and rules on 
a fair basis when the conference was operating under a dual-rate system, be- 
cause of the fear by the conference that if the situation became too unreasonable, 
one or more of the members would refuse to go so far and would take inde- 
pendent action of their own. 


II. UNIFORM FORM OF DUAL-RATE AGREEMENT 


If the dual-rate system were authorized, we believe that it would be advis- 
able to amend the Shipping Act to require the Federal Maritime Board to pre- 
scribe a uniform form of dual-rate agreement which would be used by all con- 
ferences that desired to adopt the dual rate system, subject to the right of the 
Board to authorize such departures from the uniform form as the Board found 
to be reasonable, with Board approval or rejection of proposed departures to 
be pursuant to the procedure followed under section 15 of the Shipping Act, 

The uniform form of agreement should be adopted only after the Board has 
afforded interested parties an opportunity to be heard, either by oral testimony 
or by filing written statements. 

This would make it possible to eliminate such one-sided dual-rate agreements 
as those in effect in the coffee trade to the Pacific coast. 

In devising the uniform form of dual-rate agreement, the Board could de- 
termine what provisions were appropriate to assure rate stability. The Board 
should include appropriate provisions requiring the conference lines to maintain 
regular service. The Board should likewise substitute something more equitable 
in place of the very onerous existing provisions with respect to liquidated dam- 
ages and cancellation of the agreement in the event of a breach by the shipper 
or receiver. 

If any deviations from the prescribed form of agreement were necessary in 
particular trades, such deviation could be authorized by the Board, but only 
after interested parties had been afforded an opportunity to protest the pro- 
posal under the procedure provided by section 15 of the Shipping Act. 

We believe that the procedure which we have suggested would be the best 
means of solving the existing problems pertaining to the proper contents of dual 
rate agreements. 
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If the Shipping Act did not require the Board to prescribe a uniform form of 
dual rate agreement, the act should require that all proposed dual rate agree. 
ments be submitted to the Board for approval under section 15 of the act before 
being used. This would afford interested parties an opportunity to present any 
objections to the Board, and to have them considered by the Board. In our 
opinion, this procedure would be more cumbersome and less satisfactory than 
having the Board prescribe a uniform form of agreement, with power to authorize 
departures therefrom under the section 15 procedure. 


III. RATES DETRIMENTAL TO COMMERCE 


As Mr. Bransten has stated, we believe that if the dual rate system is author- 
ized, the Shipping Act should be amended to prohibit any rate of any common 
carrier by water in foreign commerce which is so low that it is detrimental to 
the commerce of the United States, and any conference rate that is so high that 
it is detrimental to commerce. The Board should have power to prohibit such 
rates. 

The reason for prohibiting low rates of individual carriers or conferences that 
are detrimental to commerce is to give the Board power to prevent rate wars, 
Other language which might be used to accomplish the same result is to prohibit 
a rate which is detrimental to the maintenance of adequate transportation by 
common carriers by water between the United States and any foreign country, 
or prohibiting a rate which unduly impairs the stability of rates of common 
carriers by water between the United States and a foreign country. 

Such an amendment, when coupled with the suggestions made immediately 
hereinafter, would give the Board power to prevent rate wars by finding that 
any rate which was not justified by transportation conditions would constitute 
a rate of the prohibited type. 

Actually the Board probably already has power to accomplish this same objec- 
tive of prohibiting rate wars by exercising the authority granted it by section 
19 of the Merchant Marine Act, 1920. That section gives the Board power to 
make rules and regulations affecting shipping in the foreign trade in order to 
meet conditions unfavorable to shipping in the foreign trade which result from 
competitive practices of operators of vessels of a foreign country. 

The Board’s power to prevent rate wars, however, should be clarified by enaet- 
ing the amendment that we have suggested so that the carriers will know that 
rates so low that they may lead to rate wars are unlawful; so that the Board 
will be fully aware of its powers and duties in this respect; and so that shippers 
and receivers of cargo will be fully aware of their rights in this respect. 

In connection with our suggested amendment prohibiting any rate which is so 
low that it is detrimental to the commerce of the United States, it should be 
pointed out that the phrase “detriment to the commerce of the United States” 
is already contained in section 15 of the Shipping Act. That section prohibits 
any conference agreement which operates to the detriment of the commerce of 
the United States. Our proposal would merely extend that prohibition to any 
rate of any individual carrier or conference which was so low as to be detri- 
mental to the commerce of the United States. 

This is not suggesting that the Board be given power to determine the reason- 
ableness of rates in foreign commerce or to fix the level of such rates. The 
Board already has the power to prohibit rates in foreign commerce which are 
unjustly discriminatory or unduly preferential or prejudicial. It has frequently 
exercised this power. No complications with foreign countries have resulted 
from the exercise of such power by the Board, or from the Board prohibiting 
conference agreements which it has found to be detrimental to the commerce of 
the United States. We cannot see how any more complications with foreign 
governments would result from the prohibition by the Board of a rate which it 
finds to be so low as to be detrimental to the commerce of the United States. 

In addition to making unlawful any rate of an individual carrier or confer- 
ence which is so low that it is detrimental to commerce, we believe that the 
Shipping Act should be amended to make unlawful any conference rate which 
is so high that it is detrimental to commerce. Section 15 of the act already 
prohibits conference agreements that are detrimental to commerce. Certainly 
the antitrust laws should not be relaxed for conferences to the extent of per- 
mitting them to maintain rates which are so high that they are detrimental 
to our commerce. This provision should apply to all conference rates, whether 
adopted in connection with a dual-rate system or not. 
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IV. FILING OF RATES AND RULES IN ADVANCE 


As suggested by Mr. Bransten, the Shipping Act should be amended to require 
every common carrier by water in foreign commerce to file its rules and regula- 
tions in the manner hereinafter indicated : 

(a) Requiring every such carrier to file with the Board and make avail- 
able for public inspection at the carrier’s offices a tariff showing all rates 
and rules in connection with the transportation of such property at least 
30 days prior to the commencement of leading of any vessel of such carrier 
with such property. 

(b) Prohibiting any change in any such rates and rules unless filed with 
the Board and so made available for inspection on at least 30 days’ notice. 

(c) Authorizing the Board for good cause to permit less than 30 days’ 
notice with respect to changes in rates and rules. 

These suggestions are substantially the recommendations which were made 
by the U.S. Shipping Board Bureau in an investigation conducted by it in 1935, 
entitled “Section 19 Investigation, 1935,” 1 U.S.S.B.B. 470, at pages 499-500. 
The Shipping Board Bureau purported to act under authority granted to it by 
section 19 of the Merchant Marine Act, 1920. Pursuant to the procedure then 
in effect, such recommendations of the Bureau were submitted to the Secretary 
of Commerce. He did not adopt the Bureau’s recommendations, but promul- 
gated the presently existing rule which requires the filing of such rates and 
rules within 30 days after the effective date thereof. The Secretary’s failure 
to follow the recommendations of the Bureau was based primarily on the fact 
that there was no statutory requirement for filing in advance. 

It is our suggestion that this gap in the regulatory pattern be filled at this 
time by a specific amendment to the Shipping Act by Congress. Only by 
means of a provision of this type can shippers and receivers be assured of 
advance notice which will afford them an opportunity to protect themselves 
against a rate or rule that would be detrimental to their interests. 

It should perhaps be added that under the Intercoastal Shipping Act, 1933, 
as amended, the carriers operating in the offshore domestic trades, such as to 
Hawaii, Alaska, and Puerto Rico, were required to publish and file their rates 
and rules proposed to be applied well in advance of their effective date, subject, 
however, to the right of the Board to shorten the statutory notice in an emer- 
gency. The advance filing of rates and rules is a generally accepted require- 
ment in connection with the regulation of all forms of transportation. 


V. SUSPENSION OF PROPOSED RATES AND RULES 


Coupled with the advance filing of rates and rules, it is important that the 
Board be given power to suspend for a period of 6 or 7 months any proposed 
rate or rule that appears to be unlawful, pending a hearing by the Board at 
which the carrier would be required to justify the proposed rate or rule. This 
power should be given to the Board with respect to all common carriers by water 
in foreign commerce, whether acting individually or as a conference, and regard- 
less of whether the dual-rate system is prohibited or authorized. 

The effect of such a provision is that if it appears to the Board that any 
proposed rate or rule may be unjustly discriminatory, unduly preferential and 
prejudicial, or (if the suggestion hereinabove specified is adopted) is detrimental 
to the commerce of the United States, or is otherwise in violation of any other 
provision of law, the Board may prevent it from going into effect unless and 
= the carrier justifies the lawfulness thereof at a public hearing before the 

rd. 

If the Board did not complete its determination concerning the lawfulness of 
the proposed rate or rule before the end of the authorized period of suspension, 
it would thereupon be allowed to become effective. 

Such a power of suspension, is ordinarily given to regulatory agencies when 
rates and rules are required to be filed in advance of the effective date thereof. 
The Intercoastal Shipping Act, 1933, as amended, gave the Board authority to 
suspend in this manner proposed rates and rules applying in the offshore domestic 
trades. 


70300 O—61—pt. 3, vol. 1——_14 
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VI. SCOPE OF APPLICABILITY OF DUAL-RATE AGREEMENTS 


We believe that if the dual-rate system is authorized, the statute should pro- 
vide that a dual-rate agreement may apply only to shipments with respect to 
which the signer of the agreement has the right to select the carrier under the 
contract of sale or actually selects the carrier. Stated conversely, if, with re. 
spect to a particular shipment, the signer of the agreement does not have the 
right under the contract of sale to select the carrier and does not in fact select 
the carrier, the dual-rate agreement would not apply to such signer. 

This would mean, with respect to imports—with which we are particularly 
oan anal a dual-rate agreement would not apply to an importer who 
was a signer of such agreement if the importer purchased the goods cost, in. 
surance, and freight or cost and freight and did not in fact select the carrier, 
On the other hand, with respect to exports from the United States, this woult 
mean that a dual-rate agreement would not apply to an exporter who was a 
signer of such agreement if the exporter sold the goods free on board or free 
alongside ship and did not in fact select the carrier. 

We certainly think that it would be very unfair and unwise to attempt to 
apply a dual-rate agreement to a signer who under the contract of sale did not 
have the right to select the carrier and who did not in fact select the carrier, 
If the agreement were applied in such a situation, it would make the signer 
responsible for something over which he had no control—or else it would be 
attempting to dictate to him that he must sell or purchase his goods on a basis 
on which he had the right to select the carrier. 

It would not be in the interest of the commerce of the United States to attempt 
to use the dual-rate system as a means of dictating to exporters and importers 
the manner in which they must do business. 


VII. POWER TO REQUIRE DISCONTINUANCE OF DUAL-RATE SYSTEM 


In view of the enormous power exercised by conferences under the dual-rate 
system, we believe that the Shipping Act should give the Board express power 
to require the discontinuance of any dual-rate system of any conference that 
it found to be operating to the detriment of the commerce of the United States 
or to be operated in any way in violation of law. This is similar to the Board's 
power to require the cancellation of conference agreements under section 15. 

Certainly a conference should not be permitted to continue the operation of 
a dual-rate system if it was being operated in a manner which was detrimental 
to the commerce of the United States or otherwise unlawful. The Board should 
be given specific power to prevent such a situation by requiring the discon- 
tinuance of the dual-rate system by that conference. 


VIII. PRINCIPAL OFFICE OF CONFERENCE 


Mr. Bransten has explained the difficulties encountered by shippers and re- 
ceivers when the principal office of a conference is located outside the United 
States. 

If our antitrust laws are to be relaxed to the extent of authorizing confer- 
ences to function under the dual-rate system, such conferences should be re 
quired to maintain their principal offices in the United States, so that someone 
in authority would be available to American shippers and receivers. 

This covers all of the suggestions that were made by Mr. Bransten with 
respect to safeguard amendments to the Shipping Act. If the dual-rate system 
is adopted, the statutory amendments that we have suggested would afford 
the minimum safeguards necessary to protect the shippers and receivers of 
cargo and our foreign commerce against the practically unlimited power which 
would otherwise be placed in the hands of the conferences. 
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(Subsequently the following was received :) 


o GRAHAM JAMES & ROLPH J 


GAN FRANCISCO OFFICE ATTORNEYS AT LAW 


TREET LOS ANGELES OFFICE 
iO CONSENS S 919 1@W STREET, N. Ww. 
SAN FRANCISCO 4, CALIFORNIA 1@ PINE AVENUE 


WASHINGTON 6, D. Cc. LONG BEACH 2, CALIFORNIA 
CABLE ADORESS ALL OFFICES tetresre.me 6-000 
“CHALGRAY” OFFICE IN JAPAN 
S') INO BUILDING 
22, 8-CHOME, UCHIBSAIWAI-CHO 


Ff. WARREN 
CHARLES F. wi « CHIYODA-KU, TOKYO 


April 5, 1961 


The Honorable Emanuel Celler 
Chairman, Judiciary Committee 
House of Representatives 
House Office Building 
Washington 25, D. C. 


Dear Mr. Chairman: 


We respectfully request that you incorporate the 
attached rebuttal statement, submitted in behalf of 
the Latin American Freight Conferences, in the official 
record of hearing of your Subcommittee now investiga- 
ting monopoly problems in the ocean freight industry. 


This statement is in rebuttal to some of the 
contentions of Mr. Edward Bransten who recently 
appeared before your Subcommittee in behalf of the 
Pacific Coffee Association. While it was originally 
prepared for submission before the Bonner Committee, we 
consider it clearly applicable to Mr. Bransten's 
testimony before your Subcommittee. 


Yours very truly, 
GRAHAM JAMES & ROLPH 
By 

Charles F. Warren 


Attorneys for Latin American 
Freight Conferences 


CFW:cp 


Attachment 
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Before the 
Subcommittee on Conference Studies 
Merchant Marine & Fisheries Committee 
U. S. House of Representatives 


STATEMENT of R. F. BURLEY 
in reply to 
Testimony of the Pacific Coast 
Coffee Association 


At the Subcommittee's hearing in San Francisco on June 1l, 1959, Mr. Edwani 
Bransten testified for the Pacific Coast Coffee Association against the contract rate 
system. Mr. Bransten's testimony was directed against the use of the contract rate 
system by any conference. He was particularly opposed to the three Pacific Coast 
coffee conferences of which I am Chairman and one for which I am the Secretary of 
the San Francisco Subcommittee. As the name implies, these conferences cover the 
trades from the Latin American coffee producing countries to the Pacific Coast of 
the United States. This is all explained in detail in my original statement. 


This reply statement is respectfully submitted in order to correct the 
record in respect to many errors of fact given to the Comittee by Mr. Bransten in 
his testimony against our conferences. 


Mr. Bransten blamed the contract rate system for the inability of the Paci- 
fic Coast coffee industry to compete in the eastern states with the big coffee 
roasters located there.1 He said the contract rate conferences "have completely dis- 
regarded the interests of the Pacific Coast coffee industry in the matter of rates 
and steamer service". 


This is a grave charge. If true, it might reasonably support Mr. Bransten's 
broad program for the substitution of unilateral U. S. Governmental control over in- 
ternational shipping in place of traditional U. S. support of the conference or rou 
table method of rate-making in this important international field. We believe this 
reply statement will show that Mr. Bransten's charges are unsupported and that his 
rate-control program is wholly impractical. 


In the first place, Mr. Bransten's basic position is illogical. He accused 
the conferences of "ignoring" the interests of the coffee industry. This is contrary 
to fact. He lamented the absence of non-conference rate-cutters which, he said, 
"would pay attention to our interests". Nevertheless, he said, 


"We are in favor of conferences and I might add further that we are also in 
favor of the stability of rates and we believe that that can be achieved 
without the dual rate system." 


This selfish desire for conference members to prevent rate-cutting and non- 
conference lines to enjoy rate-cutting is at the root of the present shipping probles 
that is now in the lap of the Subcommittee. There is no system of rate control — 


1 This competitive situation has existed in the coffee industry for many years —- loy 
before World War II. Mr. Bransten's Association has complained to the Federal Mari- 
time Board on several occasions, the last of which was in 1954. At that time they 
failed to respond when afforded the opportunity to do so by the Office of Regulation 
of the Federal Maritime Board. 
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vhether by government edict or conference agreement -- that can induce one group of 
competing lines to charge uniform rates and simultaneously permit, and thereby encour- 
age, other lines to charge attractively lower competitive rates. This is true in 
domestic trade as well as international trade, or any other business. The failure of 
the Federal Maritime Board to accomplish these mutually exclusive objectives is proven 
by the reversion of this problem to the Congress after the problem was resolved and 
presumably settled nearly thirty years ago by the Board's predecessors in such land- 
mark cases as Dockets 126 and 128. 


Mr. Bransten's recommendations for U. S. unilateral control of rates in 
foreign trade are similar to recommendations considered and rejected as impracticable 
by the Merchant Marine and Fisheries Committee in connection with both of the princi- 

laws = the shipping field, viz., the Shipping Act of 1916 and the Merchant Marine 
Act of 1936. 


Mr. Bransten has based his proposal for United States governmental control 
of international shipping in lieu of round-table, conference control upon two funda- 
nentally unsound analyses of the conference system. First, he said that the contract 
rate system or other tying device *is not necessary" to protect conference members 
from non-conference rate-cutting. Secondly, he blamed the contract rate system for 
ills of his own coffee industry, in particular alleged inability to compete in eastern 
markets and short coffee inventories on the part of Pacific Coast coffee roasters. 

The contract rate system is not now and never has been responsible for these persis- 
tent, repetitive problems of the Pacific Coast coffee-roasting industry. The shipping 
industry has not and cannot substitute for adequate warehousing for the coffee and 
other industries, nor solve their own internal competitive problems. Conferences have 
never purported to be anything more than voluntary arrangements among the lines of 
many nations to prevent rate-cutting. They are very effective when all lines in any 
trade participate voluntarily for the overall benefit of all parties. They are not 
effective when any one or more lines stay out and preserve independence to cut rates. 
Then the conference members become non-competitive unless they use a means to prevent 
shippers from patronizing the outsiders. 


MR. BRANSTEN'S ALLEGATION THAT 
"THERE IS NO NECESSITY FOR THE DUAL RATE SYSTEM" 


Nearly one hundred years of shipping history disproves Mr. Bransten's opinion 
that conferences do not need a tying arrangement for shippers' patronage to prevent 
destructive rate wars in international trade. More immediately illustrative, however, 
is the history of the Pacific Coast coffee industry itself. It is a matter of offi- 
cial record, recorded in the former Maritime Commission's Docket No. 507, that the 
absence of an effective contract rate system in the Brazil coffee trade produced 
"chaotic" rate conditions. In that case, all of Mr. Bransten's present views are dis- 


proven. 


In saying that his “Association has made a careful study of the dual rate 
system", and that his Association's "opposition to the dual rate system is based on 
- -» first hand experience in dealing over a period of many years with steamship con- 
ferences", Mr. Bransten overlooked the recorded experience of his own Association. He 
said that the contract rate system is used in three of the Pacific Coast coffee con- 
ferences but, said Mr. Bransten, 


"the dual rate system, however, has never been applied in the trade from 
Brazil", 
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Again, later in his statement, he said: 


"The experience of the Pacific Coast coffee industry has been that the absence 
of the dual rate system does not produce chaos in rates. In one our most 
important trades -—- from Brazil — we have never had the dual rate system, 
and yet there have not been any chaotic rate situations in that trade," 


These statements are astounding. One of the longest and most violent rate 
wars on the Pacific Coast was in the coffee trade from Brazil. It is vividly chron. 
cled in the Maritime Commission's report in Docket No. 507 (2 USMC 14). Not only was 
Mr. Bransten 100% wrong in stating that there has never been a rate war in the coffe 
trade from Brazil, but he was equally wrong in saying that there has never been a 
contract rate system in the coffee trade from Brazil. There isn't now, because of 
the order issued in Docket No. 507 in 1939 which condemned and prohibited non-confer. 
ence rate-cutting,2 but there was a contract rate system in the Brazil trade before 
Docket No. 507. It was introduced at the specific request of the Pacific Coast 
coffee receivers for whom Mr. Bransten has now testified before this Committee. 
Docket No. 507 specifically records the introduction of the contract rate system in 
the Brazil trade. 


In 1939 coffee receivers on the Pacific Coast filed protests with the Unite 
States Maritime Commission against drastic rate-cutting by two non-conference lines, 
viz., Yamashita Kisen Kabushiki Kaisha and Osaka Shosen Kabushiki Kaisha. The pro- 
tests of the coffee receivers claimed that non-conference rate-cutting was "designed 
to create chaotic and destructive conditions in" the coffee trade from Brazil. The 
Maritime Commission formally investigated and in its report recited that rate-cutting 
by the two non-conference lines had created chaotic rate conditions in the Brazil trate, 
The Commission noted that the non-conference rate-cutting “was demoralizing upon re- 
ceivers of coffee on the Pacific Coast". Now, twenty years later, Mr. Bransten has 
pleaded for non-conference lines "who would pay attention to our interests". He has 
testified that the threat of non-conference competition-in the Brazil trade has been 
responsible, in the experience of the Pacific Coast coffee industry “for many years", 
for better rates for the coffee receivers. However, in 1939, non-conference operators 
produced only "demoralizing" rates. There has been no threat of non-conference compe | 
tition in the Brazil trade since the Maritime Commission's report in Docket No. 507, 


The report in Docket No. 507 further noted that the conference lines from 
Brazil had inaugurated the contract rate system to try to prevent the rate-cutting 
practices of the non-conference lines. The rate-cutting contimued, however. The Co- 
mission's report recites that the coffee receivers had requested, and in fact “insis- 
ted", that the Conference from Brazil should negotiate with the non-conference lines 
"with a view to having these lines either join the conference or observe conference 
rates". The opinion of the Maritime Commission states: 


"The testimony of the coffee receivers and roasters shows conclusively 
that stability of the rate structure is essential to them in successfully 
carrying out their business, and that wide fluctuations in rates would be 


2 The Federal Maritime Board, like its predecessor the Maritime Commission, has also 


condemned non-conference rate-cutting. However, the Federal Maritime Board has 
also condemned conference action designed to prevent rate-cutting, while the Board's 
predecessors assisted conferences in the use of lawful means to prevent all rate 
cutting. The inability of the U. S. Supreme Court to reconcile these two irrecon- 
cilable positions has resulted in the current investigation of the sub-committee 
into the so-called "Dual rate system". 
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detrimental, if not destructive of the business. This buginess has increased 
9 


ov 
rates of the smafacence lines." 
Emphasis added. 

The official report of the Commission's findings in Docket No. 507 recites 
the persistent efforts of the conference lines to protect Pacific Coast coffee recei- 
vers, especially to preserve their competitive position with coffee receivers on the 
Atlantic and Gulf coasts. It was in reference to this particular competitive posi- 
tion of his Association that Mr. Bransten concentrated his most unrelenting attack on 


the conferences. Plainly, Mr, Bransten ignored the record and the experience of his 
own industry. 


Docket No. 507 recites that the Brazil conference inaugurated the contract 
rate system in 1939, or before, at the request of the coffee receivers themselves in 
order to stop the very type of non-conference rate-cutting which Mr, Bransten says 
has never existed in that trade. The contract rate system has not been used since 
the rate war in that trade, however, The reason is not that it is unnecessary, as 
Mr. Bransten has said, bit because the order against rate-cutting in Docket No. 507 
has been a very effective substitute for the contract rate system since 1939. 


After investigating and recording the chaotic conditions created by non- 
conference rate-cutting in the Brazil coffee trade, the Maritime Commission directed 
all carriers in that trade to desist from rate-cutting practices. The Commission 
found such practices “unfavorable to shipping in the foreign trade". The Maritime 
Commission's order in Docket No. 507 has not been followed in other trades. Since 
the war, the Federal Maritime Board has declined to condemn and prohibit non-confer- 
ence rate-cutting as it did its prewar predecessors. 


In pointing to the Brazil trade to prove "lack of necessity" for the con- 
tract rate system, Mr. Bransten could not have been farther from the true facts. That 
is the one and only foreign trade of the United States where rates have been stabi- 
lized by constructive action under existing laws now administered quite differently 
by the Federal Maritime Board. 


MR. BRANSTEN'S ALLEGATION THAT THE 
CONTRACT RATE SYSTEM HAS HAD A 
"DETRIMENTAL EFFECT" ON THE 
PACIFIC COAST COFFEE INDUSTRY 


Mr. Bransten said he would "give specific examples of the detrimental effect 
of the dual rate system on the Pacific Coast coffee industry". Specific examples, 
however, did not materialize in the remainder of his statement. Instead, Mr. Bransten 
indulged in a long bitter argument against the Central American coffee conferences. 

He made many reckless charges which were as groundless as his statements regarding 
the trade from Brazil. His charges were: 


(a) Lack of any obligation on conference carriers under exclusive 
patronage contracts; 


(b) Lack of adequate governmental regulation of steamship lines engaged 
in international trade; 


3 ur, Bransten told your Committee, however, that the conferences produce neither regu- 
larity nor stability. 
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(c) Excessive rates established by the coffee conferences to the 
Pacific Coast compared to rates to the Atlantic Coast; 


(d) Lack of proper spacing of sailings among conference lines, and 


(e) Widespread cancellation of scheduled calls at Central American 
coffee ports. 


In his first point, Mr. Bransten said: 


"Moreover, the dual rate agreement in our trade is not an agreement in 
the true sense because it is all one sided. Very onerous obligations are 
placed on the receivers. But the carriers are not obligated to do anything 
of substance." 


Mr. Bransten was not the first witness who charged that exclusive patronage 
contracts "lack mutuality". Even the Chairman of the Federal Maritime Board seemed 
to agree with the view that our contracts are one sided because the carriers do not 
promise to meet all of the space requirements of all contract shippers. The basic 
fallacy of this argument is that our contracts are "rate agreements" as their name 
implies; they are not intended to be space requirements contracts or any other kind 
of contracts. : 


Under the Rate Agreements, carriers promise to give shippers special rates 
and terms and conditions governing rates, not special service. That is a matter for 
arrangement with the individual carriers. It is no more proper to say that rate 
agreements lack mutuality because they do not obligate the carriers to give special 
service than it would be to argue that a man's contract to sell his house lacks mtv 
ality because he does not also obligate himself to sell his automobile. The proper 
inquiry in determining whether the contracts contain mutual obligations is whether 
the carriers obligate themselves to do anything they are not otherwise legally bouni 
to do. This is the only correct way to test the mutuality of any contract. 


Many shippers and receivers have testified before this Committee that it 
is vitally important to them to have uniformity of freight rates. Their testimony 


is that they cannot do business in foreign markets unless they know that their ow 
competitors will be charged the same rates and only in this way are they able to 
quote prices which they know are competitive. 


There is no law in the United States or in any other country that requires 
carriers in international trade to charge the same rates. In international trade or 
own high courts have repeatedly said that transportation rates are solely a matter of 
private contract between carrier and shipper. They are not a matter of law as in 
domestic trade. To the extent that there is uniformity of rates in the export and 
import trades, it is solely because of agreement among lines in conferences, and then 
only because the carriers obligate themselves by contracts with shippers "not to make 
any agreements with other shippers on different terms". Has the Committee seen any 
similar commitment by any non-conference line? 


Mr. Bransten said to the Committee that the "present law prohibiting unjust 
discrimination" would compel the carriers to charge uniform rates to all shippers re- 
gardless of the rate agreements. From this misstatement he argued that the contrac- 
tual commitment of the carriers to charge uniform rates is not a substantive consider 
tion in the contracts. The truth is there is no present law that requires carriers 
to charge the same rates. Obviously there would be no rate wars and no need for the 
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Subcommittee's present investigation if Mr. Bransten were correct in his statement. 


Another important obligation assumed contractually by conference carriers 
and not imposed by law is, of course, the Conference's tariff of contract rates. 
first Mr. Bransten said this promise of the carriers is "meaningless". Later, how- 
ever, he said his own company "could not live" paying the non-contract rates. 


Legally, no shipper is entitled either to a tariff or to contract rates in 
international trade, which are solely voluntary contractual obligations of the car- 
riers. Non-contract shippers are not only not entitled to contract rates, they are 
not even entitled by law, contract or otherwise, to the non-contract rates. Although 
the carriers publish non-contract rates, they could lawfully cancel them at any time, 
or increase them or decrease them at will and non-contract shippers would have no 
remedy whatsoever. 


This is also true of the advance notice of rate increases given by the con- 
ferences to contract shippers. No such obligations exist at law. It is not “meaning- 
less", as Mr. Bransten states, but vitally important to Mr. Bransten and all other 
shippers. Non-contract shippers are not entitled to a momen't advance notice of rate 
increases. Isbrandtsen proved this as recorded in the Board's report in Afghan 
Trading Co. v. Isbrandtsen (Docket No. 704.) 


In this connection, since there is not now any contract rate system in the 
Brazil trade, the conference's tariff is wholly voluntary. Neither Mr. Bransten nor 
any other shipper or coffee receiver in that trade would have any recourse whatsoever 
if the Pacific Coast River Plate Brazil conference ceased forthwith to publish a 
tariff and thereafter refused to make its rates known publicly or to afford any ad- 
vance notice of rate increases. It could fix different rates for different coffee 
shippers and ignore the receivers as did the non-conference lines in Docket No. 507. 
Because the conference has not done these things and there haven't been any non- 
conference lines doing them since 1939, Mr. Bransten has erroneously assumed that 
his own industry is legally entitled to stabilized conditions. Actually, coffee re- 
ceivers are not legally entitled to anything more than the rate-cutting conditions 
of 1939 which they themselves called "demoralizing" in Docket No. 507. 


Mr. Bransten also characterized as “meaningless" the carrier's contractual 
commitment "to furnish space for coffee shipments provided space is available". 
Nevertheless one of Mr. Bransten's principal criticisms against the present agreements 
was that they do not impose any requirements upon the carriers to furnish adequate 
service to meet the alleged needs of the coffee receivers. Even the Chairman of the 
Federal Maritime Board has recommended to the Committee enactment of statutory provi- 
sions, or the adoption of other means, for imposing space “requirement contracts" upon 
the steamship industry. Mr. Bransten recommended “appropriate provisions requiring 
conference lines to maintain regular service". Such recommendations call upon the 
Congress to draft laws that would obviously be unintelligible and unenforceable. 

What kind of U.S. law could compel carriers to furnish space when it is not available? 

What kind of law could require carriers of different nationalities to maintain regular 

service? Since the seas are free, no carrier can even be required to provide a ser= 

vice to any American port or any foreign port, let alone “maintain regular service". 

on example, could American lines be required to maintain "regular service" to San 
vador? 


Mr. Bransten also said that the present law requires carriers “to give the 
receiver the benefit of any lower rate that may be charged". Nonsense! There is no 
such law. Like the obligation to give advance notice of rate increases; to give 
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contract rates; to furnish a tariff of uniform rates and so on, this obligation is 
solely contractual. It is not imposed by law. This was shown in Docket No, 386, 
Kramer v. Inland Waterways Corp., 1 USMC 630. 


MR. BRANSTEN'S ALLEGED LACK OF ADEQUATE 
GOVERNMENT REGULATION OF STEAMSHIP LINES 
ENGAGED IN INTERNATIONAL TRADE 


Mr. Bransten declared: 


"We have appealed to the Federal Maritime Board for assistance, but 
nothing has been forthcoming from this quarter." 


The fact is, Mr. Bransten's Association appealed to the Federal Maritime Board in 
1954, alleging that our rates on coffee were excessive in relation to rates to the 
Atlantic and Gulf coasts. The Office of Regulation of the Board afforded us an oppor 
tunity to answer the allegations, which we did. A copy of our reply together with 
further correspondence on the same subject is appended hereto as Appendix 1. The 
Office of Regulation then gave Mr. Bransten's Association an opportunity to answer 
the facts and figures in our letter. We were advised that no answer was ever forth- 
coming from the Association to the Board. The only reasonable inference from the 
coffee association's failure to reply was that they had no answer to the facts and 
figures in our letter. They simply failed to avail themselves of the opportunity 
afforded them by the Board and now Mr. Bransten complains that the Board failed. 


Mr. Bransten also said to the Subcommittee: 


"The filing of a formal complaint with the Board is not the answer. 
We cannot afford to prosecute a formal proceeding before the Board every 
time the Conference changes our rates." 


Let us look at the record. In the first place, the conferences referred to 
by Mr. Bransten made no change whatsoever in coffee rates from 1946 to 1950 despite 
the fact that this was the postwar period in which all other carriers, as well as other 
forms of industry, were adjusting their prices and rates upward to meet postwar in- 
creased costs of doing business. From 1946 until 1959 there have been only four rate 
increases -—— four rate increases in 13 years! 


As illustrated by Appendix 2, our freight rates from the west coast of 
Colombia, for example, were increased from 7.7 mills per pound to 1.4 cents per 
between 1946 and 1959. In the same 13-year period, as shown by Appendix 3, the f.0,b. 
price of coffee per pound increased from 28¢ to 70¢ in 1955 and then declined to 45¢ 
in 1959. Clearly the cost of transporting coffee is infinitesimal in the delivered 
cost. 


Another exhibit, Appendix 4, shows the average monthly fluctuation in the 
value of coffee during the period January 1957 to February 1959. It will be seen that 
the monthly fluctuations are the greatest in the areas covered by the conferences 
against which Mr. Bransten directed his most bitter criticism. While our rates re- 
mained steady during this entire period at about 1.3¢ per pound, fluctuation in the 
f.0.b. price of the coffee itself was between 1.7 and 2.79¢ per pound per month. It 
should be perfectly obvious that our freight rates, which have never been higher than 
1é¢ per pound of coffee, cannot have had any effect whatsoever upon either the price 
or the volume of coffee imported on the Pacific Coast. 
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Further proof of this is shown by Appendix 5 which recapitulates changes 

in volume of coffee imports to the Pacific Coast and to the Atlantic and Gulf coasts 
during 1957 and 1958. During this period the volume from Africa increased in 1958 
over 1957 by 23% to the Pacific Coast. It decreased to the Atlantic and Gulf by 
nearly 3%. Nevertheless the differential between the Pacific and Atlantic coasts was 

ter in rates from Africa than from Colombia where Mr. Bransten charges that the 
differential has prevented the Pacific Coast coffee industry from competing with the 
East Coast coffee industry. Also note that where adverse change in the differential 
between East Coast ports and Pacific Coast was the greatest, viz., from Costa Rica, 
Nicaragua, Salvador and Guatemala, the volume actually increased substantially from 
the first two areas and decreased from the other two areas. Obviously the differ- 
ential between the two coasts had no bearing on volume of imports whatsoever. On 
the contrary, where the change in differential was the least, namely, Brazil -- where 
the contract rate system is not in use -—- the decline in imports between 1957 and 1958 
was far and away the greatest. 


Despite these recorded facts and figures, Mr. Bransten's Association has 
recommended a system of rate control that is more comprehensive and rigid than any 
other form of industry price control in the United States today. For example, no 
regulatory statute, either in interstate or intrastate commerce, authorizes indefi- 
nite suspension of rate or price changes as recommended by Mr. Bransten. No other 
regulatory statute wipes out the constitutional right of regulated industries to a 
full hearing. Mr. Bransten thinks a full hearing is a waste of his time and urges 
that all of our rate increases (four in 13 years!) be suspended without a hearing. 
This kind of regulation, he says, will discourage rate increases. It certainly would. 
It would probably discourage any further shipping service, too. 


One of Mr. Bransten's other complaints against the conferences over which 
he seeks greater government control was: 


"But it is not only in the matter of rates that our interests are dis- 
regarded. The situation is equally as bad -—- if not worse -- in the matter 
of steamship service." 


Again, he said: 


"The lines follow each other into port -——- apparently for fear that one 
line will secure more cargo than another. In the second place, for their 
own convenience, the conference lines do not adhere to their published 
schedules." 


Because of these alleged crimes, Mr. Bransten has demanded govérnment regu- 
lation requiring the conference lines to "maintain regular sailings" and adhere to 
published schedules. 


Of course the lines follow each other into port; and of course they do so 
for the very reason stated by Mr. Bransten -- namely, to compete for the cargo. So 
long as the coffee importers, because of changes in their own marketing conditions, are 
unable to concentrate their cargoes of coffee for shipment at the loading ports with 
any coordinated plan, it should be obvious that the carriers will call when the coffee 
is there and not when it is not there. Appendix 6 shows the calls of the conference 
vessels at the ports discussed by Mr. Bransten. It is readily seen that where blan- 
keting occurred, it was because the coffee was ready for shipment. We wonder what 
kind of new law Mr. Bransten had in mind which would require some carriers to call at 
ports when cargo is not there. 
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We also wonder what kind of law Mr. Bransten would draft that would prevent 
the carriers from making changes in their published schedules. He stated that such 
changes are widespread and harmful to the coffee industry. The fact is that schedule 
changes are made because of weather, vessel breakdown, and other operating reasons, 
but one of the principal reasons is to meet the demands of Mr. Bransten's own Asso- 
ciation members. Such demands are frequently conflicting and -- contrary to Mr. Bra. 
sten's answer to Congressman Casey that importers do not cancel their bookings with 
the steamship lines -- the cancellation of their bookings is acommon occurrence, It 
is routine. Regularly carriers are compelled to cancel scheduled sailings rather 
than to make expensive calls for little or no cargo because coffee importers have can- 
celled bookings. 


Mr. Bransten said that the shipments enjoyed by the carriers range from 

5000 to 80,000 or 100,000 bags. The fact is that these wide and wild fluctuations in 
the size of shipments are the very reason for the irregularity of service that Mr, 
Bransten complains about. The problem is compounded by the fact that there are twelvs: 
loading ports in the Central American countries and Mexico, all of which demand "reg 
lar service", but where conditions of the ports often require loading from lighters 
at open roadsteads, frequently in bad weather. Such conditions make regularity almost 
impossible. Actually, the service given to these ports is far better than present 
rates can possibly justify. 


The appendices attached hereto show that very frequently -- in fact commonly 
-- the shipments are as little as a few hundred, and in some cases even less than 100 
bags of coffee which the carriers are requested by Mr. Bransten's people to load at 
the small, difficult and almost inaccessible Central American ports. At Costa Rica, 
for example, there were only four shipments during the entire year of 1958 that were 
as much as 5000 bags, while some were as little as 33, 85 and 100 bags of coffee, 
It is wholly unreasonable for Mr. Bransten's people to expect the steamship lines to 
provide more frequent and more regular service, at lower rates, than they are now and 
have been doing to meet the demands of the Pacific Coast coffee industry, as shown by 
these exhibits. 4 


CONCLUSION 


In the field of international shipping, as in other international matters, 
maritime nations have traditionally left the settlement of rate matters to mutual 
agreement between the steamship companies of the various nations. The United States 
is the only nation that has adopted and enforced a regulatory statute in this field 
but it was originally intended to be limited to a pattern of minimum regulations de- 
signed simply to protect American interests against unjustly discriminatory practices 
in the matter of space accommodations, rates, the use of fighting ships, and so forth. 


From time to time in past years, proposals and efforts have been made to 
impose one nation's views on the reasonableness of rates and practices upon inter- 
national shipping. This is essentially Mr. Bransten's proposal. Such a radical pro- 
posal should not be lightly made, yet Mr. Bransten's recommendation to the Congress 
were based upon basic errors of fact, as we have shown above. 


We respectfully urge the Committee, in considering Mr. Bransten's and simile 
plans for unilateral United States control of International rates and practices, to 
avoid enactment of laws that are conflicting, unenforceable and therefore harmful. We 
believe that the careful analysis of international shipping given in 1914 by Federal 
Judge Smith of South Carolina deserves repetition here and serious consideration in 
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connection with all such proposals. He said: 


"The common law that a common carrier was entitled only to make reason- 
able charges, and that any charge in excess of a reasonable charge could be 
recovered in an action at law, applied only to transportation charges within 
the jurisdiction. The carrier's charges upon foreign transportation such as 
transportation between England and France, or England and any foreign coun- 
try, or the United States and any foreign country, were not within the pur- 
view and scope of the law. The reason is very evident; for, if it was a 
case of foreign transportation by perchance a foreign carrier, the question 
as to what was a reasonable charge might vary according to the statutes or 
legal rulings of the two different countries. 


"The foreign carrier, once he left the jurisdiction, was beyond the 
power of the court, and, as the charges upon shipments are paid as a rule 
by the consignee, manifestly it was beyond the power of an American court 
to enforce an American measure of a reasonable charge against an English 
carrier delivering cargo in England. 


"The rule that a carrier's charge must be reasonable was a rule of 
substantial law, not a rule of practice, and as such a law it could only 


apply to persons within the jurisdiction subject to that law, i.e., to 
carriers within the jurisdiction." (Geraty v. Atlantic Coast Railroad) 


Respectfully submitted, 


Re. 


R. F. Burley 
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Appendix } 


Office of 
LATIN AMERICAN FREIGHT CONFERENCES 


16 California Street 
San Francisco 11, California 


July 15, 1954 


VIA AIRMAIL 


Mr. L. Tibbott 

Chief, Regulation Office 
Federal Maritime Board 
Washington 25, D. C. 


Dear Mr. Tibbott: 


This will acknowledge your letter of June 14th and confirm our conversation 
with regard to the recently proposed increases in the coffee rates of the Colpac and 
Camexco Freight Conferences. 


It is not the fact, as suggested in the last paragraph of your letter that 
the Conference lines “have not given the careful consideration to this matter that 
you request and to which the Pacific Coast Coffee Association is entitled." Rates 
on coffee are matters of vital concern to the members of Colpac and Camexco Confer- 
ences. The particular increases discussed in your correspondence were the subject of 
exhaustive study and consideration by these Conferences. Numerous meetings were had 
with the Pacific Coast Coffee Association and they have been apprised of the reasons 
necessitating the increases. In fact, for your information, representatives of that 
Association have indicated that they do not dispute the need for increased rates to 
this Coast. We are confident that the members of the Pacific Coast Coffee Associatio 
are fully aware that rates on coffee to this Coast are unduly low. For quite a few 
years efforts have been made by these and other Coffee Conferences to secure proper 
and remunerative rates without any degree of success. We cannot understand the infer 
ence which you draw in sub-paragraph (a) of your letter in favor of coffee rates to 
the Atlantic and Gulf Coasts because of the fact alone that such rates have not been 
increased "for a considerable period of time." It would seem to us that exactly the 
opposite inference should be drawn when it is generally known that this period has 
seen very substantial increases in the costs of operation as well as increases in the 
value of the commodity itself so great as to result in a congressional investigation. 


As to the relationship between coffee rates to this Coast and to the Atlantic 
and Gulf Coasts, which is the subject of paragraph (b) of your letter, this is a mat- 
ter of great concern to the carriers who serve this Coast. We are sure the Board will 
recognize the fact that carriers serving this Coast would not voluntarily deprive 
themselves of cargoes and resulting revenues by making increases in the rates if ther 
were not compelling reasons to do so. Irrespective of what carriers to other ranges 
may do, it is perfectly clear to those concerned with the matter on this Coast that 
the transportation of cuffee, now valued at approximately $2000 per ton, cannot be 
performed economically at rates initiated when the value of the commodity was less 
than half its present value and the cost of operation very much below present costs. 


You state "The increase in the Pacific Rates appears to have created a com- 
petitive disadvantage for Pacific importers." We cannot answer this question in 
detail without receiving from you the reasons and basis for your conclusion. For ou 
own part, we are not aware that this is the fact. Even if it were, it would not be4 
controlling situation in the making of freight rates. As you know, the Federal Mari- 
time Board has frequently declared that the Shipping Act does not afford relief for 
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the competitive difficulties of shippers which are "due to geographical disadvantages". 


Our final analysis of the many observations in your letter is that you have 
the view that coffee rates should be the same to the Pacific Coast as those to the 
Atlantic and Gulf Coasts. This is, of course, a matter involving many complicated fac- 
tors. However, we call your attention to the views of the Maritime Board on the sub- 
ject as expressed in the decision in Rates, Charges, Practices of Yamashita Kisen 
Kaisha and Osaka Shosen Kaisha, 2 USMC 14. In that case the Maritime Commission 
stated: 


"It was shown that there was a definite relationship between the 
freight rates on coffee to the three coasts and that a spread of 
25¢ to 30¢ a bag against the Pacific Coast would maintain a pro- 
per alignment of rates. Upon a per ton mile basis, this differ- 
ential results in approximately equal revenues to the carriers." 


We trust the foregoing will give you the information which you seek. As 
stated before we regret the fact that the instant increases in coffee rates to the 
Pacific Coast may change the previous rate relationship to the Atlantic and Gulf. 
However, costs of operation are now such that Pacific Coast carriers must increase 
their revenuesif they are to continue to serve the coffee trades. Frankly, we do not 
see how Atlantic and Gulf carriers can continue to operate at their present rates ex- 
cept at a loss but the Colpac and Camexco Conferences have no control over rates to 
destinations other than the Pacific Coast. 


Very truly yours, 


R. F. Burley 
Chairman 
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Office of 
LATIN AMERICAN FREIGHT CONFERENCES 


16 California Street 
San Francisco 11, California 


August 21, 1958 


Mr. Lloyd Tibbott, Chief 
Regulation Office 
Federal Maritime Board 
Washington 25, D.C. 


Dear Sir: 


We are sorry to have missed seeing you when calling at your office 
on Thursday, August 14th. Mention was made of the reply made to the Federal 
Maritime Board of August llth in reference to yours of June 27th. Mr. Ranck 
was informed of the meeting we had with the Steamship Committee of the Paci- 
fic Coast Coffee Association on July 18th and our intention of replying to 
them in writing. 


Herewith are ten copies of our reply. It was agreed your office 
would see that a copy was given to each person who received the August llth 
letter which included Senator Magnuson, Chairman of the Senate Interstate 
and Foreign Commerce Committee, and Chairman Bonner, Chairman of the House 
Committee of Merchant Marine and Fisheries. It seems to us we have adequately 
answered their contentions as to rate relationships and service. 


Yours very truly, 


R. F. Burley 
Chairman 
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Office of 
LATIN AMERICAN FREIGHT CONFERENCES 


16 California Street 
San Francisco 11, California 


August 21, 1958 


To the Steamship Committee of the Pacific Coast Coffee Association: 
Messrs. J. A. de Armond, Chairman 
E. M. Brandtsen 
H. F. Gavigan 
Reuben W. Hills, III 
E. A. Johnson, Sr. 
E. T. Heathcote 


Gentlemen: 


At our Joint Meeting of July 18, 1958, it was agreed the steamship carriers 
would give their serious consideration to the subject of the relative rate relation- 
ships existing on Green Coffee rates from Latin America to the Pacific Coast vs. 
Atlantic & Gulf Coasts and the effect of same on the volume of Coffee imported from 
our areas to Pacific Coast ports. After such further deliberations on our part, we 
present herewith a response to your July 18th presentation. 


As businessmen engaged in steamship transportation, we are equally concerned with 
the coffee industry in developing the maximum importations of coffee, but must do so 
consistent with our costs of doing business. Collectively we would be doing a disser- 
vice to the shipping public if we did not properly equate our rate making to our costs 
for, otherwise, we would not be able to tender you the frequency and regularity of 
vessel sailings which your valuable commodity requires. 


In the use of their managerial judgment the carriers discharging green coffee on 
the Pacific Coast range are confronted with certain known higher costs than exist at 
Atlantic & Gulf ports. A recent study on our part discloses that the productivity of 
longshore labor here as to green coffee is half that prevailing at New York and New Or- 
leans. Our average rate of discharge is 124 long tons per gang per hour versus 25 long 
tons per gang per hour prevailing at the ports of New York and New Orleans. Our stevedor- 
ing contract allows for a six-hour straight time day versus eight hours elsewhere in 
the United States. The results are that our vessels require just twice as many days 
to discharge coffee with each additional per day vessel cost ranging from $1,250.00 to 
$2,500.00 depending upon the size of the vessel in operation; and our stevedoring costs 
are 60% greater than those at New York and New Orleans after we allow for the handling 
charge of $2.00 per ton we collect from the cargo in addition to the freight rate. It 
is self-evident from these facts that our carriers require twice as much vessel time 
to discharge and must pay a 60% higher cost per ton for stevedoring, both basic factors 
in determination of the rates under discussion, as to why the rates of the Colpac 
Freight Conference and the West Coast rates of the Association of West Coast Steamship 
Companies must be in excess of those now effective to the Atlantic & Gulf. 


CAMEXCO FREIGHT CONFERENCE 
Your Committee is critical of the fact that our rate of $27.00 per 2000 pounds, 


which includes service from the West Coast of Mexico, is identical with the current Con- 
ference rate from West Coast of Central American ports via the Panama Canal to the East 
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Coast which does not include service from Mexico. We have no knowledge as to how that 
Conference arrives at a $27.00 rate nor do we have any voice in their rate-making poli. 
cies. Our rate was evolved and predicated on our normal costs and consideration of th 
many unusual problems existent in the Central America/Mexico Coffee trade. You must 
all appreciate that the numerous and exceptionally small lots from the ports of 1 
are peculiar to this trade and necessarily expensive of handling. It is not unusual] 
to chop out numerous lots of from five to fifty bags. 


It is easily overlooked that our Conference members offer service from twelve 
individual loading ports in six countries. During the year 1957 they made 307 port 
calls for coffee loading in this Conference. The tabulation below is indicative of 
the service rendered and the average loadings per country of call for the first six 
months of 1958: 


NUMBER OF AVERAGE BAGS 
x SAILINGS _ PER SALLING 


Costa Rica 16 1,905 
El Salvador 29 1,728 
Guatemala 37 2,938 
Honduras 4 1,959 
Mexico 17 5,892 
Nicaragua 17 7,401 


Since the carriers call at two ports in Guatemala, three in El Salvador, two in 
Nicaragua and three in Mexico, the average number of bags per port of loading would b 
considerably less. During this period there were 61 vessels loading coffee and their 
over-all average carryings per vessel were 6,937 bags. 


It would appear from the above facts that our rate of $27.00 per 2000 pounds is 
quite modest. 


COLPAC FREIGHT CONFERENCE 


The history of the coffee movement from Barranquilla and Cartagena, Colombia to 
this coast has been a rather sad one in recent years. Prior to World War II it wasa 
common practice to tranship coffee at the Panama Canal but since then, due to rising 
costs, the prevailing freight rate does not permit of duplicate loading and dischargiy 
expenses. We further believe that improved transportation facilities from the interior 
of Colombia to the port of Buenaventura has made it more attractive that your commodity 
seek export from the West rather than East Coast of Colombia. It is our conclusion 
that the relationship between our rate and that of the East Coast of Colombia Confer- 
ence is of no consequence in the movement of coffee in this trade. 


You contend that present rate relationships are the reason for both a decline in 
movement of Latin American coffees to the Pacific Coast and the failure to increase 
volume commensurate with the upward trend in population. Attached as the final page of 
this reply is a chart we have prepared in this connection. Based upon coffee statis- 
tics provided by the Pacific Coast Coffee Association, we compare the movement for the 
first six months of 1958 with*the first six months of 1957 and indicate the increase 0 
decrease in bags from each country. We also list the approximate F.0.B. price at each 
of these countries on green coffee effective July 21, 1958; the existing freight rate 
to the Pacific, Atlantic & Gulf Coasts and the rate difference expressed in dollars per 
2000 pounds. 
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This chart amply demonstrates that the fluctuations in coffee volume are com- 
pletely unrelated to the water freight rate. The movement from West Indies countries 
increased about 100,000 bags despite a freight rate to this Coast $11.80 per ton in 
excess of that to the East and Gulf Coasts; the Africa movement improved by 45,000 bags 
although the rate spread is $5.50 per ton. Both rate differences are exclusive of 
wharfage and handling. 


The rate difference ex Buenaventura is $3.00 per 2000 pounds, exclusive of whar- 
fage and handling, and the equivalent per pound is 14 mills. Based on the information 
contained in the chart, it is difficult to accept your statement that a rate differen- 
tial of 14 mills per pound affects the volume movement of your commodity to the Pacific 
Coast when the F.0.B. port of shipment price ranges from 5l¢ to 53¢ per pound as is 
reflected ex Colombia. A similar situation is evident from other producing areas. 


GENERAL REMARKS 


We believe our reply as per the above is ample evidence in support of the freight 
rate position taken by the members of the Colpac and Camexco Freight Conferences, and 
those of the Association of West Coast Steamship Companies. 


Your commodity is one which requires an unusually extensive transportation ser- 
vice from every aspect. The problems and cost of segregation at the discharging termi- 
nals; stowage for optional discharge; frequent diversions in transit; high claim cost 
per ton due to the susceptibility to damage and the high value are transportation 
characteristics which do not normally prevail on other commodities. 


Much discussion took place at our meeting as to the quality of steamship service 
offered by our Conference members. We know that men of the experience of your Committee 
members are well aware of the numerous operating difficulties commonly experienced by 
vessels operating on long hauls, such as unanticipated delays. due to weather conditions, 
port congestion, labor disturbances, sudden fluctuations in the volume of cargo avail- 
able, and various other factors. Fixed operating schedules are calculated to the best 
of each carrier's ability, and we are confident that our record reflects a good and 
improving performance, despite handicaps. 


Your industry is particularly demanding of the carriers. The quality of the ser- 
vice you require is an expensive service. The requirements of one receiver with respect 
a particular sailing are on many occasions directly in conflict with the requirements 


of another, and it is frequently impossible to satisfy both, much as our carriers would 
like to do so. 


Much is said re the failure of vessels to meet commitments, but we are sure you 
are all aware that on many occasions firm bookings disappear overnight as the vessel 
is approaching a port, to the extent that there is insufficient coffee available to pay 
the port charges, let alone the deviation and operating expenses. There is, on what 
we consider to be infrequent occasions, fault to be found on both sides. This situa- 


tion is inherent to the trade and we, on our part, recognize we must take the bitter 
with the sweet. 


The member lines realize they are not infallible but, they do believe they tender 
the coffee industry excellent service at freight rates and charges possibly less than 
the service required properly justifies. It is a quirk of human nature to magnify the 
mistakes or exceptions and quickly forget the far greater number of instances where 
the service has been satisfactory. We cannot help but reflect back to our earlier 
statement of 309 individual calls for coffee loading on the West Coast of Central America 
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and Mexico in the year 1957 and wonder what our percentage of satisfactory service was 
to that considered unsatisfactory. 


In closing this reply we call your attention to the fact that a new coastwide 
longshore contract has been agreed upon, effective as of June 15, 1958 with an in- 
crease in cost to the carriers of approximately 5%. We have already been served notic: 
by the terminal operators in Oregon and Washington of a percentage increase in their 
handling charges to us. The service charges we are required to pay in California, 
Oregon and Washington are about to be advanced. The Latin American carriers now have 
under consideration the question of an increase in their handling charges to compen- 
sate for the additional costs. It is expected that our entire rate structure both 
southbound and northbound must be reviewed for this reason and due to cost increases 
in being or imminent elsewhere. 


It is our hope that this presentation will be helpful in permitting a greater 
understanding on your part of our carriers' problems and your appreciation that we sin 
cerely recognize your problems are our problems. We sincerely regret and trust that 
we have made it clear to you why our cost considerations will not permit rate reduc- 
tions on your commodity failing a serious deterioration in the quality of service you 
industry requires. 


Since this letter thoroughly covers our position, it is to serve in lieu of an 
immediate get-together. Our Committees are ready and willing to meet with you at all 
times and, if after your review of this reply you believe further discussion between 
us is a requisite, we will be pleased to arrange a meeting time. 


It would be appreciated by us if you would distribute this reply to all members 
of the Pacific Coast Coffee Association. Additional copies will be made available to 
you upon your advice as to the required number. 


Sincerely yours, 


R. F. Burley, Chairman 
Colpac Freight Conference 
Camexco Freight Conference 


R. F. Burley, Secretary 

San Francisco Sub-Committee 

Association of West Coast Steamship 
Companies 
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Tr CES 


East Coast Colombia 


Hdg. Frt. & Hdg. FOB price 
per lb. per lb. per lb. 


- 0002 - 0079 Not known 
- 0005 ° Not known 
- 0005 
- 0005 
. 0006 
- 0006 
- 0007 
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COFFEE RATES AND PRICES 
West Coast Colombia 


Frt. Hdg. Frt. & Hdg. FOB price 
January 1 $ per db. per lb. —per lb. 


1946 ° . 0002 -0077 Not known 
1947 . - 0005 - 0080 Not known 
1948 ‘ 2100 0080 2869 
1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 
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COFFEE RATES AND PRICES 
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COFFEE RATES AND PRICES 


Frt. & Hdg. 
—pber 1b. 


Hdg. 
per ib. 
-0002 
0005 
0005 
0005 
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COFFEE RATES AND PRICES 


Frt. & Hdg. 
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COFFEE RATES AND PRICES 
West Coast Mexico 


Frt. Hdg. Frt. & Hdg. 
January 1 per lb. per 1b. —ber lb. 


1946 . -0002 .0072 
1947 +0005 -0075 
1948 - 0005 -0075 
1949 . - 0005 -0075 
1950 -0091 
1951 -0091 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
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Appendix 3 


POUNDS AND VALUE OF TOTAL U.S. IMPORTS OF COFFEE (Raw or Green) 


- 1948 
- 1949 
- 1950 
- 1951 
+ 1952 
- 1953 
- 1954 
- 1955 
- 1956 
- 1957 
. 1958 
- 1959 


NOTE : 


i 


| 
| 


fT] 


Value is the value of the goods ready for shipment at foreign port 
of loading and does not include insurance and ocean freight. 


5,892,619 
10,837, 887 
14,128,403 
16,137,995 
15,048,717 
14,020,471 
21,290,374 
21,071,134 
13,216,092 
19,401,041 
18,451,117 
15,278,996 


Ss A 


25,653,640 
22,728,061 
32,557,044 
26,196,425 
11,922,302 
3,627,331 
30,933,354 
27,630,689 
25,524,145 
22,094,927 
18,427,580 
22,720,918 


' 





DURING JANUARY OF YEARS 1948-1959 


From —T Countries Listed 


atk 


GUATEMALA 


$1,591,547 
3,155,768 
5,787,094 
8,052,557 
7,928, 316 
6,938,656 
12,255,674 
13,239,410 
7,184,478 
12,375,956 
9,138,746 
5,902,593 


$6,326,710 
6,074,182 
10,814,575 
12,004,938 
5,628,934 
14,849, 550 
15,779,454 
16,987,816 
13,223,748 
12,554, 467 
8,496,838 
8,613,662 








VALUE 


PER LB 


»v &49 6 8 


| $.2466 


- 2672 
- 3321 
- 4582 
-4721 
- 4848 
-5101 


11,955,040 
8, 395, 345 
15,515,176 
14,297,906 
17,846,873 
18, 206, 200 
18,188, 420 
10,924,259 
15,058,641 
11,721,861 
20,757, 562 
13,200, 306 


$3,265,764 
2,360, 563 
5,307,756 
6,651,651 
8,742,239 
9,061,827 
9,552,829 
6,671,794 
8,420,214 
7,355,135 


10,462,377 
| 


4,976,092 


$.2731 | 
2811 
3421 





HONDURAS 


68,250 
15,750 
562,568 
65,777 
247,511 
134,314 
83,325 
306, 850 
313,266 
685,137 


value is shown by the importer in his customs entry. 


} 
| 


10, 370 

5,006 
269,147 
31,589 
124,135 
75,050 
40,864 
149,161 
147,470 
249,147 


This 


$.1519 


| 
| 3178 
| 
t 














ee 





oe ee eee Lee ee 


— -_- 





153,535 
1,593,089 

274,725 
1,538, 687 
1,781,423 
2,613,415 
2,134,453 
4,929,434 

933,627 
5,356,649 
5,551,730 


85,592,991 
62,893,894 
65,419,633 
57,695,849 
65,046,633 
52,684,879 
60,429,078 
50,725,373 
50,333,797 
49,668, 383 
34,856, 293 
44,331,159 
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43,498 
523,434 
119,132 
777,142 
917,471 
1,508,892 
1,436,932 
2,620,220 

508,004 
2,497, 760 
1,981,199 


$24, 564, 280 
19,003,691 
26,368,949 
30 , 290 , 690 
37,335,121 
29 , 458, 382 
33,721,983 
35,894,394 
30 , 626,496 
32,202,863 
20,707,138 
20,037,821 


VALUE | 
PER LB. 





POUNDS 


REGULATED INDUSTRIES 


POUNDS AND VALUE OF TOTAL U.S. IMPORTS OF COFFEE (Raw or Green) 


DURING JANUARY OF YEARS 1948-1959 
From Foreign Countries Listed 


COSTA 


6,653,826 
3,004,671 
3,245,698 
2,945,298 
5,522,664 
3,258,746 
2,036,379 
3,393,719 

478,259 
2,437,705 
2,934,213 
6,129,509 


$1,832, 340 
918,888 
1,295,658 
1,580,665 
3,004,527 
1,762,881 
1,177, 466 
2,307,192 
282,483 
1,569,024 
1,568,026 
2; 484,628 
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Bureau of Census Report FT 110. 


Value is the value of the goods ready for shipment at foreign port 
of loading and does not include insurance and ocean freight. This 
value is shown by the importer in his customs entry. 
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Appendix 4 


WEIGHT AND VALUE OF 
TOTAL U.S. IMPORTS OF RAW OR GREEN COFFEE 
FROM FOREIGN COUNTRIES LISTED 


| EX COLOMBIA 


- | 
pounns | VALUE | VALUE | pounps | vawwe ) VALUE 


PER LB. | PER LB, 


l 
Jan, 1957 124,526,333 | $ 59,508,335 | $ .4778 | 49,668,383 | $ 32,202,863 | $ .6483 





| Feb 


Jan, 1959 i 
Feb 


152,713,003 


113,768,696 | 
79,764,554 | 


78,185,654 
61,761,591 
66,532,442 


70,103,451 | 
79,675,894 


99,828,670 


119, 373, 527 


129,479,787 


80 , 387 ,676 
54,165,823 
46,685,955 
81,893,393 
114,950,295 
86,812,431 


49 ,647 , 440 


62,700 ,549 


77, 395,585 | 


102,304,550 
112,845,471 
116,054,071 


67,955,890 $ 24,106,197 


126, 868, 762 





71,462,239 


51,586, 503 
37,266,176 
34,924, 489 
27,124,647 
28,036,732 
29,442,577 
35,719,447 
44,209, 402 
51,229,925 | 
57,856,841 


| $ 36,814,870 | $ . 


25,287,404 
21,245,599 
36,967,922 | 
50, 186, 238 
37,171,948 
20,530,210 
25,453,859 
30,811,071 
38,458, 362 | 
41,957,466 
41,583, $17 





41,901,683 | 


- 4679 
4534 
- 4672 
- 4466 
- 4391 
-4213 
-4199 
- 4483 
- 4428 
- 4291 


- 4468 
pease jeemeesieseneenefemeilindifinnentil 


4579 


- 4668 
- 4550 
-4514 
- 4365 
- 4281 
-4135 
- 4059 
- 3980 
- 3759 
-3718 
- 3583 


48,658, 525 
31,490,156 
42, 386,683 
34,046, 459 
22,183,425 
70,707,889 
62, 279,537 
34,504,865 
41,914,589 
57,740,410 
51,220,113 


34,856,293 
46,158,009 
41,724,195 
29,001,272 
47,461,947 
26, 569, 270 
56,094,981 
48,161,738 
56,451,551 
72,669,744 
56,727,649 
45,828,548 


44,331,159 
53,641,863 





32,848,519 | 
21,117,868 
28,333,835 
22,433,496 | 
14,717,773 | 
45,398,044 | 
39,681, 519 
21,747,526 | 
24,153,026 
34,788, 247 
30 , 387, 561 


20,707,138 
27,123,543 
24, 338, 207 
16,783, 341 | 
23,947,772 
14,102,120 
29,992,845 
24,920,844 
27,271,669 
33, 204, 361 
27, 326, 387 
21,287, 447 | 





20,037,821 
24,317,562 


————— 


- 6750 

. 6706 | 
. 6684 
6589 
6634 | 
6420 
6371 
6302 | 
5762 | 
6024 | 
5932 | 














Jan, 1957 


Mar 
Apr 


Jan, 1958 
| Feb 
| Mar 
| Apr 
| May 


| Jun 


TOTAL U.S. 


19,401,041 
23,168,898 
14,450,013 
13,936, 393 
20 , 386,534 
17,509,929 
14,428,101 
4,342,954 
2,785,348 


3,985,745 


10,666,714 
19,023,058 


18,451,117 
15,044,248 
12,355,493 
32,973,324 
23,942,458 
2,801,566 
20,417,381 
5,477,895 
2,516,536 
5,623,190 
8,854, 387 


WEIGHT AND VALUE OF 


IMPORTS OF RAW OR GREEN COFFEE 


FROM FOREIGN COUNTRIES LISTED 


$ 


$ 





10, 486, 828 


12, 375,956 
13,871, 393 
8,454,918 | 
8,156,013 
11, 391,924 
9,843, 508 | 
8,310,142 | 
2,450, 432 
1,491, 282 | 
2,002,636 | 
5,329,597 
9,317,045 | 


epee 


9,138,746 
7, 486, 808 
5,939,971 | 
15,602,591 | 
11,100,079 
1,186,691 | 
9,167,495 
2,550,816 | 
1,053, 241 | 
2,329,605 | 
3,790, 333 | 





4,199,624 


$. 








a 
15,278,996 |$ 5,902,593) 


27,746,798 | 


= 





10,570, 402 | 


11,721,861 
11,510,102 | 
12,539,768 | 
7,344, 486 
3, 208, 547 
2,253,936 | 
4,628,574 
4,942,290 
2,322,593 
9,953,438 
18,437, 337 
20,897,073 





20,757,562 
5,922,539 
4,936,924 
9,810,946 

11,793,270 
8,092,749 
7,986, 580 
4,522,575 
4,429,838 
8,522,979 

13,204,572 

16,696, 348 


13, 200, 306 
16,776,470 
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VALUE 


7,355,135 


6,929,165 
7,739, 560 
4,157,568 
1,659, 436 


1,273, W4 | 
2,731,456 


2,605,018 | 
1,212,537 | 
4,977,094 
9,765,759 | 
10,621,392 | 


$ 10,462,377 


2,806,127 | 


2,396,827 
4,703, 379 


5,221,078 | 
3,799,765 
3,776,023 


2,089 ,068 


1,989,924 | 


3,741, 842 
5,558,085 


6,781, 317 


4,976,092 
6,339,094 





EX GUATEMALA 


VALUE 
PER LB. 
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WEIGHT AND VALUE OF 
TOTAL U.S. IMPORTS OF RAW OR GREEN COFFEE 
FROM FOREIGN COUNTRIES LISTED 


SALVADOR EX NICARAGUA 


VALUE | VALUE 
VALUE | PER LB. POUNDS VALUE | PER LB. 


Jan, 1957 | 22,094,927 | $ 12,554,467 | 933,627 | 508,004 | $ . 5441 
15,391,118 8,778,468 | 5,711,753 3,319,054 | a 
4,769,090 | 2,594,220 | 4,659,665 | 2,613,238 5608 | 

| 2,166,800 953,912 |. 7,465,540 4,042,423 5414 
10,661, 525 5,622,281 | 2,374,465 1,270,735 5351 | 
11,637,090 6,161,616 2,445,333 | 1,318,249 5380 | 
9,997,533 | 5,283,562 | 3,943,588 2,167,982 5497 | 
2,457,953 | 1,258,465 | 197,232 97,639 4950 
1,218,016 575,571 275,309 140,728 511 | 
2,459, 583 1,015,780 | 477,660 223,173 4672 
1,885,172 | 868, 337 |; 364,027 | 177, 306 4870 | 


4,579, 287 1,977,140 | 2,816,378 | 1,244,385 4418 | 
I cdscareartaclhassentinnneneponatiigpianinaressindindecth Aidmecedaaniiton i—_—_—— ee eee en eee 








Jan, 1958 | 18,427,580 |$ 8,496,838 | 5,356,649 |$ 2,497,760 | $ .4662. 
9,310,533 4,328,116 | | 8,628,295 | 4,190,658 . 4856 
6,069, 696 2,698,325 |. | 7,426,981 3, 549,006 4778 | 


10,148,981 | 4,534,359 : | 4,290,328 2,010,373 4685 | 


4,611,672 2,044,787 | .4433 | 3,052,987 | 1,362,731 | . 4463 | 
2,356,657 | 1,061,973 | .4506 803, 209 376,823 |. 4691 | 
7,617,710 | 3,029,492 | .3976 | 561,153 | 238,637 | .4252| 
2,833,643 1,115,522 | .3936 128,453 48,156. 3748 | 
2,168,018 834,263 | 3847 | ry : | 

10, 282,896 4,074,405 | .3962 | 137,864 | 52,760 
1,914,066 g12,342 | 4240 | vf ‘ 

7,652,813 | .3826 | A ‘ 

ated —t 
Jan, 1959 | 22,720,918 | $ 8,613,662 | $ .3791 | 5,551,730 |$ 1,981,199 | $ .3568 
Feb | 14,392,398 | 5,283,077 | .3670 | 6,285,400 | 2,263,812 |. 3601 
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WEIGHT AND VALUE OF 
TOTAL U.S. IMPORTS OF RAW OR GREEN COFFEE 
FROM FOREIGN COUNTRIES LISTED 


EX BRITISH EAST AFRICA 


Jan, 1957 2,437,705 $ 1,569,024 3,350,931 | $ 1,631,640 
Feb 3,167,536 2,167,830 : 5,384,217 2,152,971 
Mar 3,591,515 2,347,479 : 6,838,584 | 2,514,537 
Apr 1,238, 396 771,745 S 7,577,479 2,907,578 
May 1,046,001 640,711 : 11,664,128 4,037,226 
Jun 565, 329 331,675 . 7,030, 381 2,519,113 
Jul 2,644,843 1,623,817 ; 8,188,570 | 2,848,657 
893,898 549, 806 ‘ 8,978, 741 3,564,512 

1,071,800 606, 781 J 7,616,947 3,348,486 

1,095,194 568,519 . 11,262,286 | 3,720,090 

1,475,698 761,102 ; 11,970,634 3,903,168 

2,665,472 1,419,943 . 11,527,995 | 4,129,188 


2,934,213 1,568,026 : 7,030,342 | 2,809,193 
2,003,022 1,032,463 : 6,441,388 | 2,249,174 
1,948,712 981, 846 ‘ 6,339,482 | 2,332,902 
6,277,039 3,229, 285 ; 16,613,764 6,357, 768 
4,327,521 2,145,009 ‘ 12,548,294 | 4,856,565 
2,659, 468 1,317,793 . | 5,276,101] 2,064,231 
1,730,999 854,575 _ | 4,234,688 | 1,797,861 
1,379,751 578, 541 ‘ | 3,444,876 | 1,362,755 
1,277,891 689, 328 ‘ | 8,457,270] 3,208,778 
4,585,449 2,033, 386 ; | 12,712,428{ 4,109,993 
6,553,692 2,943,114 ; 5,809,975 | 2,132,248 
4,313,220 1,890,683 ; | 13,515,952] 4,504,934 











Jan, 1959 6,129,509 2,484,628 ‘ | 8,250,499| $ 2,554,222 
Feb 4,124,192 1,627,471 : 12,209,886 | 3,285,666 
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AVERAGE MONTHLY FLUCTUATION IN VALUE * 

AT FOREIGN PORT OF SHIPMENT OF 

TOTAL U. S. IMPORTS OF RAW OR GREEN COFFEE 
FROM COUNTRIES LISTED 


January 1957 - February 1959 


COUNTRY FROM AVERAGE MONTHLY FLUCTUATION IN 
WHICH IMPORTED VALUE JAN, 1957 -— FEB. 1959 


Brazil 1.23 Cents (U.S.) per lb. 
Colombia 

Mexico 

Guatemala 

Salvador 

Nicaragua 

Costa Rica 

British East Africa 


The value is the value of the goods ready for shipment at 
foreign port of loading and does not include insurance and 
ocean freight. This value is shown by the importer in his 
customs entry. 


Source of all figures is U.S. Bureau of Census Monthly Report FT 110. 
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Appendix 6 


BUENAVENTURA COFFEE SAILINGS 
1958 - January-December 


Sailing 
Date 


8/1 
8/1 
8/4 
8/18 
8/29 


9/9 

9/12 
9/24 
9/27 
9/30 


10/7 
10/7 
10/26 
10/28 


11/6 

n/ll 
11/19 
11/25 
11/27 


12/5 

12/11 
12/13 
12/29 
12/31 
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COSTA RICA COFFEE SAILINGS 
1958 - January-December 


Fa 


NerRwN 
eee 
Ow 
we 
w 


bry 
BRes F 


Westfal-Larsen 
Chilean 


BR 
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NICARAGUA GS 


1958 = January-December 





4/29 


5/13 
5/20 
5/31 


6/1 

6/15 
6/22 
6/24 


7/1 
7/21 


8/2 
8/13 
8/20 


12/1 

12/10 
12/11 
12/28 
12/29 


Corinto 
Vessel —Bags_ 
Grace 
Grace 7,050 
Grace 
Grace 6,243 
Chilean 
Grace ° 
Grace 6,951 
Italian 1,318 
Flota 
Grace : 
Grace 2,375 
Grace 
Grace 4,740 
Grace 5,222 
Italian 
Grace 
Grace 1,600 
Grace 
Grace 
Chilean 
Grace 
Grace 328 
Grace 
Grace 76 
Grace 
Grace 
Grace 189 
Grace 
Grace 195 
Grace 250 
Grace 168 
Grace 1,000 
Grace 
Grace - 1,287 


Westfal-Larsen 
Westfal-Larsen 4,545 


San Juan 
—Bags_ 


8,418 
8,554 
3,800 
12,704 


2,000 
6,198 


7,776 


5,750 
6, 548 
6,440 
3,328 
1,242 
930 
3,530 
469 
128 
91 


47 


6,100 
3,350 


44827 





——————— 





a en RR EN enemas 
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COFFEE SAILINGS TO U. S. PACIFIC 





HONDURAS 
1958 
Sailing Amapala 
Date Vessel __Bags _ 
3/18 Grace 3,243 
3/30 Chilean 867 
5/4, Grace 1,307 


7/15 Grace 1,219 
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Sailing 
Date 


1/1 
1/13 
1/25 
1/26 


2/9 

2/10 
2/18 
2/21 
2/25 


3/1 
3/6 
3/17 
3/18 


4/2 
4/5 
4/6 
4/22 
4/26 


5/3 

5/5 

5/15 
5/15 
5/18 
5/21 
5/23 
5/26 


6/2 
6/3 
6/5 
6/11 
6/11 
6/23 
6/22 


MONOPOLY PROBLEMS IN 


SALVADOR COFFEE SAILINGS 


Vessel 


Grace 
Johnson 
Grace 
Flota 


Grace 
French 
Italian 
Italian 
Grace 


French 
Johnson 
Grace 
Grace 


Johnson 
Grace 
Grace 
Johnson 
German 


Grace 
Grace 
Grace 
Johnson 
Italian 
Italian 
German 
French 


Grace 
Grace 
Johnson 
French 
Flota 
Johnson 
Flota 


Grace 
Grace 
German 
Grace 
French 
French 
Grace 
Johnson 
Italian 
Grace 


1958 - January-July 


La 
Union 


750 


1,395 


6,400 


2,350 
775 


1,275 


1,612 


915 
1,625 


6,104 


3,665 


500 
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La 


Libertad 


1,500 
250 
1,750 


1,000 
1,023 

950 
2,222 


870 
1,000 


2,200 


3,015 


1,775 
300 


282 


356 
250 


1,036 
750 


300 


55744 
1,554 
4,125 
1,875 


675 
1,400 


Acajutla 
1,500 
1,500 


750 


5 , 000 


500 


1,051 


1,570 


2,013 


1,350 








Sailing 
Date 


8/4 

8/11 
8/13 
8/14 
8/21 
8/26 
8/30 


9/12 
9/14 
9/15 
9/16 
9/21 
9/24 
9/25 


10/1 
10/2 
10/22 


11/12 
11/21 
11/22 
11/22 
11/29 
11/30 
11/30 


12/2 
12/3 
12/13 


12/14 
12/15 
12/23 
12/27 
12/29 
12/31 
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V EE LINGS 


1958 - August-—December 


La 
Vessel Union 


Johnson 

Italian 

Johnson 

Grace 

Italian 

French 

Flota 1,359 


French 232 
French 

Grace 

Johnson 

Italian 

Johnson 

Johnson 


Flota 1,767 
Grace 
Johnson 


Johnson 
Johnson 
Johnson 
Italian 
German 

French 

Johnson 


Grace 

Grace 

Grace 2,000 
Flota 

Grace 

Grace 

Holland-America 

Italian 

French 4,250 
French 


Libertad 
1,254 
1,218 

297 
1,649 
543 
1,234 


1,766 
61 


1,210 


1,152 


300 
450 


1,000 
450 
250 


1,000 
1,000 
3,000 


’ 
2,535 


765 


223 


Acajutla 


3,900 
3,395 


3,721 


7,013 


11,893 


750 


4,350 
3,500 


2,250 


7,500 


yy 225 
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Sailing 


Date 


1/12 
1/13 
1/17 
1/27 
1/30 


2/10 
2/ll 
2/12 
2/19 
2/26 


0 
3/21 
3/27 


4/3 

4/8 

4/9 

4/10 
4/16 
4/23 
4/23 
4/24, 
4/25 
4/27 
4/30 
4/30 


5/6 

5/12 
5/12 
5/16 
5/17 
5/17 
5/22 
5/27 


6/6 
6/8 
6/17 
6/18 
6/24 
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GUATEMALA COFFEE SALLINGS 
1958 - January-June 


Vessel 


Grace 
Grace 
Italian 
Grace 
Johnson 


Grace 
Grace 
French 
Italian 
Grace 


French 
Grace 
Grace 
Italian 


Johnson 
Grace 
Johnson 
Johnson 
French 
Grace 
Holland-America 
Johnson 
Flota 
German 
Johnson 
French 


Grace 
Holland-America 
Flota 

Grace 

Grace 

Johnson 
Italian 

French 


Grace 
Grace 
Grace 
French 
Johnson 


San Jose 
Guatemala 
2,613 


1,450 


2,060 


250 


250 
713 
115 


1,770 
3,497 


1,800 


3,175 
3,815 


2,100 
4,862 


630 
5,655 
1,757 

250 


3,134 


2,672 
1,115 
1,630 
1,960 


250 


985 
1,935 


2,126 


1,747 
1,369 


2,150 


2,585 


1,236 


1,100 


1,283 


1,915 
3,102 


1,847 


2,759 
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GUATEMALA COFFEE SAILINGS 


1958 - July-December 





10/23 


11/1 


11/13 
11/16 
11/23 


12/1 
12/4, 
12/15 
12/15 
12/16 
12/27 


Vessel 


Grace 
German 
French 
Grace 
Grace 
Johnson 
German 
Italian 


Grace 
Grace 
Johnson 
Grace 
Italian 
Johnson 


Grace 
Grace 
Johnson 


Flota 
French 
German 
Flota 
Grace 
Johnson 


Grace 
German 
Johnson 
Grace 
Johnson 


German 
Grace 
Flota 
Grace 
Grace 
Italian 


San Jose 
Guatemala 
713 
1,224 
350 

638 


140 


Al 
250 


3,895 
667 


62 
357 


3,140 
150 


425 
350 


260 


1,528 
250 
100 


950 


250 


2,000 
1,359 


1,275 


Champerico 


827 


1,850 


667 


1,754 


2,575 


1,059 
1,953 


3,554 


4,900 


1,100 


3,872 
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MEXICO COFFEE SAILINGS 


Vessel 
Flota 
Flota 
Flota 
Flota 
Chilean 


Flota 
Flota 
Grace 
Flota 
Chilean 
Flota 


Flota 
Flota 
Flota 
Flota 


Chilean 
Westfal-Larsen 
Westfal-Larsen 
Grace 

Flota 


Grace 


Grace 
Grace 


Flota 
Grace 


Flota 


Grace 
Flota 
Flota 


Flota 


Flota 
Flota 


1958 - January - 


Salina 
CUZ 
2,150 
1,250 


Acapulco 


7,550 


7,000 
3,115 
756 


2,345 


1,014 
800 





Porto 
Angel 


11,701 


4,128 


3,763 


5,217 


16,972 


Porto 
Escondido 


2,000 


1,200 


4,757 


3,105 


S 


ct 
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(The bill referred to at p. 168 follows :) 


(H.R. 4299, 87th Cong., 1st sess.] 


A BILL To amend the Shipping Act, 1916, as amended, to provide for the operation of 
steamship conferences 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 14, Shipping Act, 1916, is 
hereby amended as follows: 

(a) Insert “(a)” immediately after “First”. 

(b) Add the following subsection (b) at the end of paragraph “First”: 

“(b) Charge or enter into any combination, agreement, or understanding, 
express or implied, to charge any shipper, solely or in part because he does 
not agree to or give his exclusive patronage, higher freight rates or charges 
than are accorded to any shipper who does agree to or give such exclusive 
patronage: Provided, however, That on application the Federal Maritime Board 
may in its discretion, permit the use by any carrier or conference of carriers 
in foreign commerce of any otherwise lawful contract, available to all shippers 
in the trade on equal terms and containing provision for lower rates for ex- 
clusive patronage which the Federal Maritime Board finds is not intended, 
and will not be reasonably likely, to cause the exclusion of other carriers from 
the trade and which (1) guarantees to the shipper, for the life of his con- 
tract subject to renewal, as much space for the carriage of his goods as he 
shall require on reasonable notice; (2) fixes tariff rates for the carriage of 
goods under such contract for a reasonable period, subject to approval by the 
Federal Maritime Board, but in no case less than ninety days; (3) covers only 
those goods of the shipper as to the shipment of which he independently exer- 
cises the power to select the carrier; (4) does not require the shipper to 
divert shipment of goods from natural routings not served by the carrier where 
other more direct carriage is available; (5) limits damages recoverable for 
breach by either: party to actual damages determined in accordance with 
the principles of commercial contract law; (6) permits the shipper to terminate 
without penalty if the carrier or conference increases rates or changes applicable 
to the cargo within the contract period; (7) permits the shipper to terminate 
without penalty where the other signatory is a conference of carriers and 
when the carrier or carriers that have customarily carried the major share 
of the shipper’s cargo withdraw from the conference; (8) terminates without 
penalty at the end of the contract period unless affirmatively renewed; (9) 
provides for a spread between ordinary rates and rates charged for exclusive 
patronage shippers that the Board finds to be reasonable in all the circumstances ; 
and (10) contains such other provisions not inconsistent herewith as the 
Board shall require.” 

Sec. 2. Section 15 is amended to read as follows: 

“Sec. 15. That every common carrier by water, or other person subject to 
this Act, shall file immediately with the Federal Martime Board a true copy, or, 
if oral, a true and complete memorandum, of every agreement with another 
such carrier or other person subject to this Act, or modification or cancellation 
thereof, to which it may be a party or conform in whole or in part, fixing 
or regulating transportation rates or fares; giving or receiving special rates, 
accommodations, or other special privileges or advantages; controlling, regu- 
lating, preventing, or destroying competition ; pooling or apportioning earnings, 
losses, or traffic; allotting ports or restricting or otherwise regulating the num- 
ber and character of sailings between ports; limiting or regulating in any way 
the volume or character of freight or passenger traffic to be carried; or in 
any manner providing for an exclusive, preferential, or cooperative working 
arrangement. The term ‘agreement’ in this section includes understandings, 
conferences, and other arrangements. 

“The Board shall by order after notice and hearing disapprove, cancel, or 
modify any agreement or any modification or cancellation thereof, whether or 
not previously approved by it, that it finds to be unjustly discriminatory or 
unfair as between carriers, shippers, exporters, importers, or ports, or between 
exporters from the United States and their foreign competitors, or to operate 
to the detriment of any segment of the commerce of the United States, or to 
be in violation of this Act, and shall approve all other agreements, modifica- 
tions, or cancellations that it affirmatively finds to be in the public interest. 
No such agreement shall be approved, nor shall continued approval be per- 
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mitted for any agreement, (1) between carriers or conferences of carriers 
serving different trades that would otherwise be naturally competitive, or 
2) which includes ports not serviced by the signatories even if otherwise 
within the general trading area, or which permits signatories not serving 
particular port to vote in matters affecting such port, or (3) which permits 
shippers who act as carrier agents to represent such carrier in conference actiyj- 
ties, or (4) whose probable effect will be reasonably likely to exclude other 
earriers from the trade, or (5) fails to provide that every qualified carrier 
in the trade will be admitted to membership on application. 

“No such agreement shall be approved unless it shall (1) designate a pergon 
upon whom service of process may be made within the United States which 
will be effective against every signatory to such agreement, and (2) contains 
provision that every signatory shall provide records or other information, wher — 
ever located, required by any proper order of the Board issued under section, 
21 hereof. 

“Any agreement and any modification or cancellation of any agreement not 
approved or disapproved by the Board shall be unlawful, and agreements, 
modifications, and cancellations shall be lawful only when and as long as ap 
proved by the Board; before approval or after disapproval it shall be unlawful 
to carry out in whole or in part, directly or indirectly, any such agreement, 
modification, or cancellation; except that tariffs of rates, fares, and charges 
(other than special rates and charges for contracts required to be approved un- 
der the proviso clause of section 14 First (b) hereof) agreed upon by approved 
conferences, and changes and amendments thereto, if otherwise in accordance 
with law, may, in the Board’s discretion be permitted to take effect without 
prior approval upon compliance with the posting and filing requirements of 
section 18(b) hereof and with the provisions of any regulations the Board may 
adopt, and except that agreements existing at the time of the effective date of 
this Act which are covered by the provisions of this section may continue in 
operation for a period of six months. The Board shall disapprove any con- 
ference rate, fare, or charge which after hearings it finds to be so unreasonably 
high or low as to be detrimental to any segment of the commerce of the United 
States whether by unreasonably reducing or threatening to reduce the natural 
flow of any exports or imports, or otherwise. Whenever the Board finds any 
such rate, fare, or charge to be detrimental to any segment of the commerce 
of the United States it may fix and order enforced a reasonable maximum. or 
minimum rate, fare, or charge, as the case may be, which it has determined not 
to be detrimental to any segment of the commerce of the United States. 

“Every agreement, modification, or cancellation lawful under this section 
shall be excepted from the provisions of the Act approved July 2, 1890, entitled 
‘An Act to protect trade and commerce against unlawful restraints and monop 
olies’, and amendments and Acts supplementary thereto, and the provisions of 
sections 73 and 77, both inclusive, of the Act approved August 27, 1894, entitled 
‘An Act to reduce taxation, to provide revenue for the Government, and for 
other purposes’, and amendments and acts supplementary thereto. 

“Whoever violates any provision of this section shall be liable to a penalty of 
$1,000 for each day such violation continues, to be recovered by the United 
States in a civil action.” 

Sec. 3. Section 18 is hereby amended as follows: 

(a) Insert “(a)” immediately after the section number “18”’. 

(b) Add the following subsection 18(b) : 

“(b) (1) From and after ninety days following enactment hereof every com: 
mon carrier by water in foreign commerce and every conference of such carriers 
shall file with the Board and keep open to public inspection schedules showing 
all the rates, fares, and charges for or in connection with transportation be 
tween all points on its own route; and, if a through route has been established, 
all the rates, fares, and charges for or in connection with the transportation | 
between points on its own route and points on the route of any other carrier by 
water. The schedules filed and kept open to public inspection as aforesaid by 
any such carrier or conference shall plainly show the places between whic) 
passengers and/or freight will be carried, and shall contain the classification 
of freight and of passenger accommodations in force, and shall also state sep 
arately each terminal or other charge, privilege, or facility granted or allowed, 
and any rules or regulations which in any wise change, affect, or determine any 
part or the aggregate of such aforesaid rates, fares, or charges, or the value 
the service rendered to the passenger, consignor, or consignee, and shall it 
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clude the terms and conditions of any passenger ticket, bill of lading, contract 
or affreightment or other document evidencing the transportation agreement. 
Such carrier or conference in establishing and fixing rates, fares, or charges may 
make equal rates, fares, or charges for similar service between all ports of origin 
and all ports of destination. Such schedules shall be plainly printed, and 
copies shall be kept posted in a public and conspicuous place at every wharf, 
dock, and office of such carried in the United States where passengers or freight 
are received or discharged, in such manner that they shall be readily accessible 
to the public and can be conveniently inspected. Copies of such schedules shall 
be made available for sale to such persons at reasonable prices. 

“(2) No change shall be made in the rates, fares, or charges, or classifications, 
rules, or regulations, which have been filed and posted as required by this section, 
except by the publication, filing, and posting as aforesaid of a new schedule or 
schedules which shall become effective not earlier than thirty days after date 
of posting and filing thereof with the Board, and such schedule or schedules shall 
plainly show the changes proposed to be made in the schedule or schedules then 
in force and the time when the rates, fares, charges, classifications, rules or 
regulations as changed are to become effective: Provided, That the Board may, 
in its discretion and for good cause, allow changes upon less than the period of 
thirty days herein specified. 

“(3) No common carrier by water in foreign commerce or conference of such 
carriers Shall charge or demand or collect or receive a greater or less or different 
compensation for the transportation of passengers or property or for any service 
in connection therewith than the rates, fares, and charges which are specified 
in its schedules filed with the Board and duly posted and in effect at the time; 
nor shall any such carrier rebate, refund or remit in any manner or by any 
device any portion of the rates, fares, or charges so specified, nor extend or deny 
to any person any privilege or facility, except in accordance with such schedules. 

“(4) The Board shall by regulations prescribe the form and manner in which 
the schedules required by this section shall be published, filed, and posted; and 
the Board is authorized to reject any schedule filed with it which is not in con- 
sonance with this section and with such regulations. Any schedule so rejected 
by the Board shall be void and its use shall be unlawful. 

“(5) In addition to any other penalty provided by law, the Board may assess 
a penalty for the violation of any provision of this section by a common carrier 
by water in foreign commerce in an amount up to $1,000 per day for each day 
that such violation continues, to be recovered by the United States in a civil 
action.” 

Sec. 4. Section 19 is amended by inserting “(a)” immediately after the section 
number “19”, and adding the following subsections : 

“(b) Whenever the Board finds, upon preliminary investigation during the 
period prior to the effective date of any reduced rate or charge (as provided in 
section 18(b) hereof), that such rate or charge is being instituted with the 
intention of excluding or driving out of the trade another carrier, it shall have 
power by order to defer the effective date of such rate or charge for a period 
(including the original period of notice) not to exceed seven months. The 
carrier shall be entitled to a full hearing after entry of such order of deferment. 
If the Board is satisfied that the carrier has sustained the burden of proof, it 
shall vacate such order; otherwise such order shall continue in effect until the 
expiration of the period of seven months. 

“(c) If after the expiration of such period the carrier institutes such rate, it 
shall not increase such rate unless after hearing the Board finds that such pro- 
posed increase rests upon changed conditions other than the elimination of said 
competition.” 

Sec. 5. The Federal Maritime Board shall with all possible expedition adopt 
rules and regulations to carry into effect the intent of this Act. 


The CuarrMan. Our next witness this morning is Mr. I. Kannauchi, 

neral manager, New York branch, Nippon Yusen Kaisha, with Mr. 

. O. Flood, freight traffic manager, San Francisco branch, Nippon 
Yusen Kaisha. 

Who is to testify, Mr. I. Kannauchi and Mr. Flood? 
. Do you solemnly swear to tell the truth, the whole truth, and noth- 
ss ge the truth, in these proceedings ? 

r. Kannavcnt. I do, sir. 
70300 O—61—pt. 3, vol. 1——17 
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The Cuatrman. Mr. Flood, do you want to raise your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

fr. Froop. I do. 

The Carman. Are you going to testify also, Mr. Kawamura! 

Mr. Kawamura. Yes, sir. 

The CuairMan. Will you raise you right hand? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Kawamura. I do. 


TESTIMONY OF ISAMU KANNAUCHI, GENERAL MANAGER, NEW 
YORK OFFICE, NIPPON YUSEN KAISHA; R. 0. FLOOD, FREIGHT 
TRAFFIC MANAGER, SAN FRANCISCO BRANCH, NIPPON YUSEN 
KAISHA; AND K. KAWAMURA, NEW YORK OFFICE; ACCOMPANIED 
BY GEORGE YAMAOKA, AND JIRO MURASE, OF THE FIRM OF HILL, 
BETTS, YAMAOKA, FREEHILL & LONGSCOPE, NEW YORK, N.Y. 


The Cuatrman. Mr. Kannauchi, will you give your name and af- 
filiation to the reporter, and indicate the names of the gentlemen 
around the table? 

Mr. Kannavcuti. My name is Isamu Kannauchi. My home address 
is 735 Kappock Street, Bronx, N.Y. 

My office address is 25 Broadway. 

The CuatmrMan. Suppose you read your statement. 

Mr. Kannavcui. Mr. Chairman, committee members, and counsel, 
my name is Isamu Kannauchi. I am general manager of the New 
York office of Nippon Yusen Kaisha, commonly called N.Y.K. Line, 
at 25 Broadway, New York, N.Y. I have occupied this position since 
August 1959. Prior to that time I was in the head office of N.Y.K. 
Line in Tokyo as assistant general manager in charge of various mat- 
ters relating to shipbuilding, chartering, and liner services between 
Japan and southeast Asia. 

ith me are Mr. R. O. Flood, Freight Traffic Manager of our San 
Francisco office, who has been with our company since about 1953 and 
Mr. K. Kawamura of our New York office, who has been in this country 
since June 1960. Accompanying us as counsel are Mr. George 
Yamaoka, partner of the firm Hill, Betts, Yamaoka, Freehill & Long- 
scope of New York City and Mr. Jiro Murase, associate of that firm. 

My colleagues and I appreciate very much this opportunity to ap- 
pear before your committee and to present some of our views. When 
certain members of the Bonner committee visited Japan in the fall of 
1959, the Japanese shipping interests were given an opportunity to 
express their views on various problems confronting international 
shipping, and especially dealing with the conference system. We are 
now very pleased to have this occasion of being of some assistance, we 
hope, to your particular studies of these very complex international 
problems. 

Our company is the oldest and largest shipping company in Japan. 
Nippon Yusen Kaisha was organized in 1885 as a result. of the merger 
of two predecessor shipping companies, one of which commenced its 
business in 1870. About 1885 N.Y.K. Line commenced a regular 
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service between Europe and Japan. About the same time in collab- 
oration with the Great Northern Railway Co., we opened a regular 
transpacific service to Seattle, Wash., and later these services were 
expanded to other ports on the Pacific coast as the trade between 
Japan and the United States increased. By 1930, the N.Y.K. Line 
had built and operated, in addition to its regular cargo services, 
luxury passenger liners which plied between the Far East and the 
west coast of the United States. Immediately before the Pacific 
War, the N.Y.K. Line owned about 133 oceangoing vessels totaling 
about 866,000 gross tons plying in worldwide trade. Some of your 
committee members may no doubt be familiar with the historical 
background of the services of our company which contributed greatly 
to the actual development of the Pacific coast. and promotion of the 
trade between this country and Japan. 

When the Pacific War ended, the company had only 37 vessels 
left totaling about 155,000 tons, most of which were wornout or war- 
time vessels. During the latter part of the Allied occupation period 
by the Allied Forces, the Japanese merchant marine was permitted 
by stages to participate in the carriage of cargoes to and from over- 
seas under occupation surveillance. Following the signing of the 
peace treaty between Japan and the Allied Powers, and the coming 
into effect of the Treaty of Friendship, Commerce, and Navigation 
between Japan and the United States, the Japanese merchant marine 
Was again permitted to reengage in its historically important activi- 
ties to develop the trade between the two countries. Hence, at the 
present time, at great investment and cost, N.Y.K. Line as well as 
other Japanese lines have now replenished their fleets with some of 
the most modern and efficient vessels in the world trades. N.Y.K. 
presently operates 50 owned vessels and about 43 chartered vessels 
on trade routes from Japan to almost all countries of the world, with 
the exception of Communist China. N.Y.K. Line is a member of 
about 73 steamship conferences in the various world trades and in 
particular is a member of about 20 conferences in the trade routes to 
and from the United States. 

Mr. Chairman, committee members, and counsel, I do not intend 
or Wish to repeat. the obvious, nor to make my statement sound as if 
It were a textbook or lecture given at some academic school of busi- 
ness. A large number of very qualified shipping economists and 
experts have already appeared before this committee, but please allow 
me to give your committee some views which are honestly taken for 
granted outside of the United States and the reactions we have to the 
ene confused situation in the trades to and from the United 
States. 

In this regard, we generally endorse the statements of Mr. Cornelius 
S. Walsh, president of States Marine Lines, who has testified before 
your Committee in October 1959 (pt. 1, vol. III, pp. 1911-2677, of the 
record of these hearings) as an unsubsidized U.S.-flag operator on 
this side of the Pacific Ocean which is most conscious of the intensely 
competitive nature of the shipping industry. A liner service requires 
avery large outlay of capital, firstly, to acquire and operate a fast 
and modern fleet of vessels, secondly, to establish and maintain such 


shore facilities as branch offices and agents, et cetera, in order to 
cater to the needs of shippers all over the world. Foreign commerce 
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is constantly growing and in order to serve shippers adequately, con- 
stant replacement of vessels is required. A strong conference system 
supported by a strong tie-in arrangement is the only means of en- 
couraging and protecting this heavy capital outlay. Without them, 
outsider, nonconference vessels could freely steal away the fruits of 
long years of arduous labor and heavy investments in the development 
of an established trade. This has been amply shown in the testimony 
in these hearings as well as in the Bonner committee hearings. 

We do not know whether your State Department has kept you fully 
informed of the views held by your foreign friends, such as we Japa- 
nese, on the extremely complex and often delicate conflicting interna- 
tional problems posed, nor of their great anxiety regarding the cur- 
rent and proposed policies of this country in the field of international 
shipping. It is our hope that this opportunity, which you have af- 
forded us to express our views, will serve to assist you in remedying 
this situation and to forestall any embarrassments which might arise 
from unfortunate misunderstandings between good friends. 

Ocean shipping is an international industry with companies of 
diverse flags and the national interests of many foreign countries with 
divergent economic and legal concepts involved. It is, therefore, 
questionable for one country alone to claim exclusive legal prerogative 
to restrict and regulate international shipping without risking similar 
or retaliatory actions from the other countries concerned. 

We, as a foreign line for about 45 years, have always understood 
the American policy toward international shipping to be one of 
limited regulation and encouragement and support of self-regulation 
through the conference system. Therefore, when this country sud- 
denly and without prior consultation reverses its historical attitude 
favoring the conference system and its administrative policy of 
tolerance, if not active approval of many practices which had become 
established in the industry, it causes us great concern and difficulty. 
Because of the important position of international shipping in our 
Nation’s economy, this concern is shared by the Japanese Government. 
And we understand there are other governments which share this 
same reaction. This is clearly evidenced by the actions taken by sev- 
eral foreign governments in the grand jury investigation of the ship- 
ping industry and in the Federal Maritime Board section 21 order 
proceedings now pending in your courts. 

As the record of our memberships in the many conferences through- 
out the world shows, Nippon Yusen Kaisha firmly believes in the 
conference ::ystem as the only effective and practical means of operat- 
ing the complex business of international shipping. This belief is 
derived from and strengthened by our long and wide experience since 
the beginning of our organization and it is reaffirmed by the late 
unhappy happenings we have seen in this industry. 

Mr. William B. Rand of the United States Lines, Mr. H. B. Luckett 
of American President Lines, Mr. F. R. Wierdsma of the Holland- 
America Line, as well as others have amply elaborated this point 80 
I shall do no more than to refer your kind attention to their state 
ments and testimony in these hearings. 

I should like to refer to the statement of Mr. A. A. van LL. Maas of 
Holland-America Line at pages 1150-1156 of your record which clearl 
reveals the importance and need of a strong conference system wil 
an effective tie-in with shippers for the maintenance of rate stability. 
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In this respect, we fully support the testimony of Mr. Rand of the 
United States Lines as reported in the record of these hearings. It 
should be emphasized here that shippers also suffer greatly from in- 
stability of freight rates and they are in no way happy with outside 
nonconference inroads, despite the temporary advantage of lower rates 
of freight which the latter may offer. Shippers are primarily con- 
cerned with rate stability, inasmuch as they will be unable to quote 
prices to foreign buyers if they are not assured of stable freight rates 
to be applied to future shipments. Conferences are the only practical 
means of assuring rate stability in international shipping. 

As an example, you will recall the case of the Isbrandtsen Line 
whose intrusion in the Japan-United States trade brought about 
chaotic cutthroat rate-war competition, with resultant disruption in 
this vital trade. Without the tie-in of a dual-rate system available, 
the Japan Atlantic and Gulf Freight Conference and the Trans- 
Pacific Freight Conference of Japan were compelled to open the 
freight rates of some 140 items in early 1953 in order to enable their 
shippers to compete on an equal basis with those shipping via Is- 
brandtsen and, also, in order for the member lines to compete with 
Isbrandtsen whose vessels were full while conference vessels were sail- 
ing with largely unused space. The rates immediately went down as 
low as $6.50 a ton to the Pacific and $8 a ton to the Atlantic, which 
were not sufficient even to cover loading and unloading expenses. 
The catastrophe caused losses of millions of dollars in this trade to the 
subsidized and unsubsidized American Lines and to the British, Scan- 
dinavian, Japanese, and other shipping companies concerned. 

This and numerous other analogous cases are a convincing demon- 
stration of the vital need for a strong tie-in with the shippers, with- 
out which conferences are doomed to disintegrate with consequent 
complete disruption of the whole foreign commerce in the trade in- 
volved as well as the threat to the very existence of the steamship 
lines servicing such trade. 

Traditionally, it has been understood by us that it was the policy 
of the U.S. Government to promote strong conferences. This dates 
from the enactment of the Shipping Act in 1916 until after World 
War II. In reliance on that policy, both foreign and American steam- 
ship companies have established comprehensive conference systems in 
the American trades as revealed in these hearings. 

_ That traditional policy was confirmed in the memorandum prepared 
in 1940 by the U.S. Maritime Commission for the Inter-American 
Financial and Economic Advisory Committee. 

In 1940, Latin American republics, principally Cuba and Venezuela, 
were threatening to impose unilateral national regulation of rates and 
practices of carriers in the trade bet ween the United States and Central 
and South America. The United States dissuaded the other Latin 
American republics from exercising unilateral control over ocean 
shipping in international trade, saying that: 

The U.S. Government does not exercise any direct control over freight rates 
on waterborne import or export traffic of the United States. It has been the pol- 
icy of the United States to subject carriers engaged in the foreign trade of the 
United States to as few restrictions as possible in respect to their freight rates 


and shipping practices. Regulatory control has been established only when the 


public welfare has seemed to require it and then has been kept to a mini- 
mum, ** 
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The U.S. delegates at the conference stated to the delegates of the 
other American republics : 

In view of the international character of shipping in foreign trade, the United 
States over a period of many years has developed a policy of self-regulation for 
the industry through the medium of steamship conferences. 

It is the judgment of the Maritime Commission that the conference system 
is necessary to the successful conduct of waterborne foreign trade which is of 
an international character but that conferences cannot continue to exist in 
foreign trade without some means of protection such as the conference contract 
system. 

As Mr. Maas of Holland-American Line testified before your com- 
mittee, it is for your foreign friends astounding that the Supreme 
court should proclaim in the /sbrandtsen case its anticonference doc- 
trine, over 18 years after the proconference policy statement of US. 
Maritime Commission and 42 years after the Shipping Act was en- 
acted. It certainly taxes the comprehension of the shipping circles of 
major foreign maritime nations how such long-established precon- 
ference doctrine could so suddenly be reversed. 

Mr. Clarence B. Morse, former Chairman of the Federal Maritime 
Board, testified and covered the picture and status of the conferences, 
one terminus of the trade of which is in U.S. territory, and in that re- 
spect his story is correct and factual. However, he failed to point out 
or make an adequate explanation of the fact that American confer- 
ence concepts are exceptional and that they may not be in conformity 
with other world shipping practices at the other foreign termini of 
the same trade. We sincerely hope that your committee will give due 
weight to these factors. 

We should also like to draw your special] attention to the state- 
ment and testimony of Mr. Donald F. Wierda, general freight traffic 
manager of the United States Lines, before the Bonner committee in 
May 1959, on this subject. It contains one of the most comprehen- 
sive and informative studies made with regard to outside nonconfer- 
ence competition and is to be found at pages 347-372 of the record 
of the hearings of that committee. In answer to a question by Mr. 
Bonner as to what would be an effective tie, Mr. Wierda said that an 
effective tie would be where the f.o.b./f.a.s. loophole is plugged. 
There are many examples of shippers and importers using f.o.b. and 
f.a.s. terms as a means of circumventing their contract obligations. 
This is a matter of great concern to loyal and honest shippers. In 
our opinion, to permit unscrupulous shippers to avoid their genuine 
obligations by means of artificial arrangements for sales on f.o.b. 
and f.a.s. terms results in discrimination to the prejudice of the hon- 
est shippers who abstain from such trickery. 

Tn this connection, Mr. Galloway, the chairman of the Pacific West- 
bound Conference presented before the Bonner committee June 9, 
1959, an excellent statement together with his clear-cut explanations 
of how efficiently a conference could work in meeting the shipper’s 
need, stating: 

It is a factual exposition of what has actually occurred in the past and is 
happening now, that f.o.b. and f.a.s. sales are made merely terms of conven- 
ience resorted to as a subterfuge to avoid the terms of contract known to exist 
by all concerned ; the lines, shippers, consignees, and conference. 

In many past cases, instability of a trade was caused by the fact 
that contract shippers could utilize nonconference vessels on account 
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of sales on f.o.b. and f.a.s. terms. If the dual-rate system is to be 
effective at all, in order to guarantee long-term stability of a trade 
and its prosperity in foreign commerce, f.o.b. and f.a.s. sales should 
not be exempted. With such exemption, we are certain from past 
experiences that the dual-rate system will not work effectively as a 
tie-in with the shippers. 

It is our strong belief that for a trade to be stabilized, which is 
what shippers find imperative for the development of their foreign- 
trade transactions, all the shipments by a shipper, including f.o.b. 
and f.a.s, sales, should be included in his dual-rate contract with the 
conference. 

As your committee is fully aware, various and numerous attempts 
at self-regulation have been undertaken by conferences in the past. 
We are happy to report that the new neutral body system was first 
instituted in the Japan to the United States trade. This neutral- 
body plan has been approved by the Federal Maritime Board and is 
in actual operation. Your committee has already available in your 
records some of these agreements. It is being considered by many 
other conferences favorably. This plan of self-regulation within the 
conferences avoids the embarrassing and delicate problems of con- 
flicting international jurisdiction and sovereignty and also permits 
expeditious solution of difficult questions within the industry with- 
out protracted and expensive legal procedures. I am glad to state 
that NYK Line has been one of the original proposers and supporters 
of this neutral-body system. We are also Fully in accord with any 
other reasonable and practical program that may be put forth. 

The preponderant majority of the world’s maritime nations, with 
the exception of the United States, have long adopted the policy of 
minimum governmental control and regulation of international ship- 
ping, permitting the respective conferences to handle their problems 
themselves by self-regulation. British and other European mari- 
time nations, as well as prewar Japan, have consistently followed this 
noninterference policy, and the conferences under their jurisdictions 
have been employing not only the dual-rate system, but also the fidelity 
commission system, the deferred rebate system, and closed conferences. 

After the end of World War II, Japan was obliged to adopt a ship- 
ping act which was modeled after the U.S. Shipping Act. How- 
ever, it was revised in January 1959 and made less stringent as it 
was found excessively restrictive and contributed to the instability of 
our foreign commerce. Under these new amendments, we are now 
free to employ the dual-rate system, the fidelity commission system 
and/or the deferred rebate system, as well as a closed conference. 

We are of the opinion that no departure from the international 

pattern should be made unless a clear and conclusive necessity exists 
therefor, taking into consideration the mutual interests of all trading 
countries. 
_We also particularly respectfully invite this committee’s atten- 
tion to the basic provisions of the Treaty of Friendship, Commerce, 
and Navigation between Japan and the United States, particularly 
article XIX assuring freedom of commerce and navigation to vessels 
of both countries. 

We presented in part our views mentioned here before the mem- 
bers of the Bonner committee, who, in 1959, came over to our coun- 
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try in order to have on-the-spot observations and discussions with 
Japanese shipping circles. 

Late in 1960, Mr. Thomas FE. Stakem, Jr., Vice Chairman of the 
Federal Maritime Board also came to Japan and we informed him 
of these views and practices. 

Prior to the visit of Mr. Stakem to Japan, Mr. 8S. Asada, Chief of 
the Maritime Bureau, Ministry of Transportation of the Japanese 
Government, made a trip to this country to discuss and exchange views 
with the important officials in your Government in Washington on 
these matters and to indicate the views of the Japanese Government 
thereon. 

It is a matter of the utmost concern to all of us who either trade 
with, or engage in shipping to or from, the United States that the 
confusion of recent years be resolved not by increasing the unilateral 
regulation by U.S. authorities of international shipping affecting the 
commerce of this country, with its attendant resulting increased oppor- 
tunities for international friction. 

We urge that American legal concepts and practices regarding 
steamship conferences should conform as much as possible to those 
authorized and permitted by the major maritime nations of the world, 
but if this is not feasible, then, we urge, as an alternative, a clear 
restatement of the traditional American policy sustaining the con- 
ference system with reasonable self-regulation by the conferences as a 
satisfactory solution for the regulation of this industry in this coun- 
try. To accomplish these ends, it is in our submission imperative that 
conferences be authorized to utilize the dual-rate and the fidelity 
commission systems in order to meet outside nonconference competi- 
tion and to forestall the disintegration of the conference system. 

We also most respectfully suggest with utmost sincerety that your 
committee and the other officials concerned obtain and evaluate not 
only the views of the foreign lines but the views also of the other mari- 
time nations whose interests are vitally concerned. 

Mr. Chairman, committee members, and counsel, I thank you very 
much for giving me this privilege and opportunity of expressing these 
frank but sincere views. 

(The prepared statement appears at p. 264.) 

The Cratrman. Mr. Singman ? 

Mr. Stneman. Mr. Kannauchi, would you explain to the committee 
your position in the organization of NYK and the relationship with 
the head office in Tokyo of the New York and San Francisco branches?! 

Mr. Kannavcui. I am in charge of the New York branch as gen- 
eral manager. And I am supervising all operations which relate to 
the east coast of the United States, the gulf area, and all the Carib- 
bean Sea area. 

I have no control over the west coast. We have a San Francisco 
branch. 

The general manager of this branch supervises all the area of the 
west coast and the west coast of South America. 

With regard to my relations with the head office, I am not a director 
of this company, so I do not have control over all the matters relat- 
ing to the company. But as general manager of the branch, I have 
authority to transact all the matters relating to the business opera- 
tions in the branch office. 
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Mr. Stneman. I take it you communicate directly with the head 
office in matters of important policy ; is that correct? 

Mr. Kannavucut. If anything important comes to me, then we al- 
ways communicate with the head office for its instruction or approval. 

Mr. Stneman. And don’t you have teletype communications so that 
you are in almost immediate contact during any business day? 

Mr. Kannaucui. We usually send teletype messages in the evening, 
and in most cases we can get replies in the early morning of the next 
day. 

Mr. Stneman. I take it your company is engaged very heavily in 
commerce with the United States and other Western Hemisphere 
countries, is it not ? 

Mr. Kannavucuti. Yes, it is. 

Mr. Stneman. Could you submit for our record figures on the a 
proximate volume of cargo and frequency of sailings of your ail 
in the foreign trade of the United States? 

Mr. Kannavucui. Well, we have two sailings per month from 
Japan to the east coast of the United States. 

Mr. Stneman. If you could submit that material for our record 
without taking the time to explain it now, Mr. Kannauchi, we would 
like to have it. 

Mr. Kannavucuti. Can we submit it later on? 

Mr. Stneman. Yes, please. 

Mr. Kannavcut. I will. 

(Subsequently, on May 19, 1961, the information was supplied and 
appears at pp. 803-804. ) 

Mr. Stneman. Now, I would like to ask you or Mr. Flood a series 
of question on some matters that I think came out of his office. He 
might be more familiar with them. 

Are either of you gentlemen familiar with the efforts to form an 
organization called the Association of European Conference Lines? 

Mr. Foon. I have heard about it. 

Mr. Stneman. I would like to direct your attention, Mr. Flood, to 
a copy of a letter to NYK from Norddeutscher Lloyd, in Bremen, 
dated December 11, 1958. And this came from your San Francisco 
office’s files. 

And in this letter it is stated that a group of nine European shipping 
lines are forming a group. I would like to quote from that. It lists 
the nine lines, and then it says these— 


Ss 


have come to the conclusion that it would be advisable to form an Association 
of European Conference Lines, interested in the trade from the Continent, in- 
cluding Scandinavia to U.S. ports and vice versa, for the purpose of 
watching the development of investigations of the Magnuson, Bonner, and Celler 
committee, and to cooperate with the American Steamship Committee on Con- 
ference Studies in an endeavor to try to achieve the best possible results. 

A similar association has already been formed by the British lines in the 
United Kingdom. 


And then I will skip a few sentences that are not important. 


The Japanese lines, NYK and OSK, are expected to join the intended associa- 
tion as affiliated members. 

Now, are you familiar with that communication ? 

(The document referred to appears on p. 269.) 

Mr. Fioop. I have little more knowledge outside of that particular 
letter. I understand that association was formed for the purpose 
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of keeping the member lines or the foreign lines of Europe advised of 
the developments in this country, such as we are going through today 
in the Celler investigation, and went through in the Bonner investi- 
gation, and to discuss matters between them. 

That is all I know about it. 

Mr. Stneman. Did NYK become a member ? 

Mr. Froop. I cannot answer, that is the only letter I have, and the 
only knowledge I have. , 

Mr. Stneman. Mr. Kannauchi, do you know if N YK became a mem- 
ber of that association of lines? It is the Association of European 
Conference Lines. 

Mr. Kawamura. May I answer that question ? 

Mr. Stneman. Yes, Mr. Kawamura. 

Mr. Kawamecra. I do not believe Mr. Kannauchi has any knowledge 
beyond that letter. 

Mr. Stneman. Could you submit the information for the record as 
to whether NYK has attended any of the meetings of that associa- 
tion, and whether or not it became an affiliated member of that? 

Mr. Kawamvra. Could we do that later? 

(Subsequently, NYK supplied the information, which appears at 
p. 803.) 

Mr. Stneman. Yes, submit it for the record at your convenience. 

Could you explain how the interests of the members of this kind of 
an association, Mr. Flood, would differ from the interests of the 
lines which are members of the American Steamship Committee on 
Conference Studies ? 

Mr. Froop. I think the primary purpose of this association—from 
what I understand, as I mentioned before, I know very little about 
it—but I think the primary purpose was to keep each other advised as 
to just what was going on. 

Mr. Stneman. Now, couldn’t they have done so without forming a 
separate organization ? 

Mr. Ftoop. I think it was only natural for people to talk between 
themselves, and to try to exchange information in the foreign coun- 
tries, sometimes they might get a distorted point of view, one mem- 
ber might have some information that is not available to other mem- 
bers. I thing it was mostly formed for the purpose of the inter- 
change of information only, as far as I know. That is all I know. 

Mr. Stneman. I would like to call your attention, Mr. Flood, to 
a slightly different but related subject concerning a letter or a series 
of letters addressed to the president of NYK over the signature of 
Mr. Akabane. 

Now, Mr. Akabane was, until quite recently, the general manager of 
your San Francisco branch, was he not? 

Mr. Fioop. That is correct. 

Mr. Stneman. Now, these letters all contain in the lower left- 
hand corner of the last page the initials “ROF.” I take it that signi- 
fies that you at least drafted the initial letter, isn’t that correct? 

Mr. Fioop. That is correct. 

Mr. Stneman. Now, directing your attention to a letter dated Sep- 
tember 19, 1958, you describe the formation of what later became the 
American Steamship Committee on Conference Studies. 
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And in that letter, you conclude with this observation—and I am 
quoting from page 3 of that letter: 

We think this committee is a very good idea, as it is very essential to or- 
ganize and coordinate the steamship industry in a united front, in endeavor- 
ing to obtain permanent dual rate legislation. It is evidently the intent of 
the American lines to be in charge of all of the necessary political maneuvers, 
ete., required for the enactment of favorable legislation; and at the present 
time, the foreign lines will no doubt be only in the background, and their con- 
nection with this committee will only be through the various conference chair- 
men, who will report the action of this committee to the various conference 
members. 

Does this, in your view, characterize the role assumed by NYK in 
an endeavor to secure the passage of pertinent dual-rate legislation ? 

(The document referred to appears on p. 270.) 

Mr. Froop. First, of all, that letter that you referred to had no re- 
lationship at all to that first letter. 

Mr. Stneman. That is correct. I said it was a different but re- 
lated subject. 

Mr. Froop. And as far as this letter is concerned, I expressed my 
own personal views, which I passed to the head office as information. 

Mr. Stneman. Do you think it was accurate when you said that it 
was the belief of the members of that association that the American 
line should be in the forefront of this effort to secure dual-rate legis- 
lation, but that the foreign lines should remain in the background ? 

Mr, Fioop. I think that when the ASCOM was formed the only 
voting members of the ASCOM were the American lines. 

Mr. Stneman. Would you say, then, that at least there was an 
identity of interest with respect to dual rates among foreign-flag 
carriers and American-flag carriers? 


Mr. Froop. Definitely there is a common interest in dual rates. 
Foreign lines and American lines might not see everything eye to 
eye, but there is a certain majority of the facts that are common. 

Mr. Stneman. And to the extent that the we rere industry seeks 


permanent dual-rate legislation, this is an interest which is common 
to foreign-flag lines and American-flag lines? 

Mr. F oop. I think it is. 

Mr. Stneman. In a subsequent letter dated February 18, 1959, from 
Mr. Akabane to the president of NY K—and again I think it has your 
initials on it—detailing the results of meetings of the American steam- 
ship Committee held earlier in the month, you stated—and I would 
like to read from pages 2 and 3 of that letter, with the chairman’s 
permission : 


For your guidance there is a feeling of several of the steamship companies 
that there is some possibility of new legislation being passed to permit some 
form of rebate system, and that there is as much possibility of obtaining a form 
of rebate system, as there is of obtaining the inclusion of f.o.b. and f.a.s. sales 
in the shipper rate agreement, as this is a very controversial subject. 

As a suggestion along these lines, it has been suggested by Graham Jones & 
Ralph that efforts be made to insert in section 14 of the Shipping Act of 1916, as 
amended, before the final paragraph the following clause: 

“Nothing in this Act shall prohibit common carriers in conferences approved 
under section 15 from securing exclusive patronage for the transportation of 
property by such carriers by means of any arrangement not specifically defined 
in, and prohibited by, paragraphs 1 and 2 of this section: Provided, That, if the 
Board finds that any such arrangement creates unjust discrimination between 
American shippers, exporters, imported, or consignees, it may order the arrange- 
ment canceled or modified to remove such discrimination.” 
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We believe that this deserves considerable merit, as it would be a very simple 
way to obtain the rebate system, and at the same time give the FMB authority 
to cancel the arrangement if it creates unjust discrimination between American 
shippers. 

My question is, Mr. Flood, does this represent your present view on 
that subject ? 

(The document referred toappears at p. 271.) 

Mr. Fioop. I have never attended any meeting of ASCOM, and 
what they have done in the meetings I do not know. 

Mr. Sineman. Is this your present view, though, as to the way of 
securing the dual rate, the rebate system ? 

Mr. Foon. Boiling it down, what is my view in; I cannot quite 
understand it from reading the letter. 

Mr. Sineman. It is a proposal that the steamship conference sys- 
tem, as I read it, recommend that Congress legislate a rebate system. 

Mr. Fioop. Well, as far as the dual-rate system is concerned, with 
this litigation that is now going on, I have always been in favor—I am 
expressing my own personal feeling, whether or not it is the feeling 
of NYK I cannot say—I think that we should have a strong confer- 
ence system with a strong tie-in, so that we can hold the shippers to 
support the conference members, either by deferred rebate or fidelity 
commission—and also, I think, the testimony of the various witnesses 
before me, including Mr. Kannauchi here, stated that the f.o.b. and 
f.a.s. sales should not be excluded from the shippers rate agreement. 

Mr. Stneman. Do you think that if such a provision were enacted by 
Congress it would adequately protect shippers and independent 
carriers ? 

Mr. Fioop. I think the best answer is that in the systems abroad 
employing these systems that they have very little shippers’ com- 
plaints. 

Mr. Stneman. What about independent carriers, Mr. Flood? 

Mr. Foon. First of all, I think the independent carriers should be 
regulated as well as the regular conference carriers. 

Mr. Stneman. What about protecting them, though, under the act! 

Mr. Fioop. Well, as far as coming into the act, I think every confer- 
ence should be allowed to take in as a member anybody who applies 
for membership. 

Mr. Stneman. We are talking about independent carriers. 

Mr. Foon. I am talking about independent carriers now, but not 
conference members, I think that is what you referred to. 

Mr. Stneman. Of course, if they become a member of the confer- 
ence, they are no longer independent. 

Mr. Fioop. What do they gain by being independent ? 

Mr. Srneman. That is something you would have to ask an inde- 
pendent carrier. 

But independent carriers do exist. And my question is, so long as 
they exist, would the provision that you suggest protect them under 
the law? 

Mr. Fioop. No; I don’t think it will. 

Mr. Stneman. On December 10, 1959, Mr. Flood, you sent. the 

resident of NYK a further report on the progress of dual-rate 
egislation in the United States in which you wrote the following: 


We quite agree with the position taken by the foreign lines as we think it is 
unwise, at the present time, to attempt to obtain any favorable form of legisla- 
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tion approving the dual-rate system unless same is modified to such an extent 
that the conferences can no longer have control over the shippers, and also that 
the conferences will have no control over outside competition. 

If the conference system is to survive in this country, the Shipping Act must 
be rewritten in such a manner as to allow the various conferences to control 
their shippers, as well as to fight outside competition. 

Mr. Flood, do you know of any regulated service industry in the 
United States or any industry enjoying an antitrust exemption that is 
permitted to control its customers? 

(The document referred to appears at p. 273.) 

Mr. Fioop. You mean control—you mean to set prices? 

Mr. Stneman. I am using your term, Mr. Flood. You said that— 


the Shipping Act must be rewritten in such a manner as to allow the various 
conferences to control their shippers. 


Mr. Fioop. To have a conference system exist you must have a tie-in 
with the shippers, and the shippers should be prohibited from ship- 
ping at one time on a nonconference vessel and another time on @ 
conference vessel. 

Mr. Stneman. Do you know of any regulated service industry in 
the United States or any industry in the United States which enjoys 


an antitrust exemption which is permitted under the law to control its 
customers ? 

Mr. Fioop. Well, I think one of the duties of this committee is to 
recommend rewriting of the Shipping Act, and these are the sugges- 
tions that I think should go in, that is just my own point of view. 

Mr. Stneman. In other words, you are suggesting a statute for the 
shipping industry which would be unlike any other industry ? 


Mr. Froop. I think that the shipping industry is worldwide, and 
I don’t think there is any industry in the country that operates on 
a worldwide scale as much as the shipping industry. 

The Cuatrman. Where would the control lie if there are any ex- 
cesses or abuses ? 

Mr. Fioop. Well, I think as far as the conferences are concerned 
there has been a lot of testimony in regard to the conferences taking 
advantage and quoting high rates, and so forth. But I don’t think 
that is true In any way, shape or form. 

The Cuarrman. Yes, but there is a possibility of that, whether there 
has been such occurrences or not. If you give the carriers carte 
blanche to do anything they wish as to rates without hindrance, doesn’t 
there lurk in that power a tremendous danger? 

Mr. Foon. I think the answer to that is that if any shipper objects 
to the rate, that he should request a formal hearing from the Board, 
and that the Board will look into the circumstances surrounding it 
from both sides, and come up with a decision whether or not a rate is 
detrimental to the commerce of the United States or detrimental to 
the shipper. 

The Cuatrman. In other words, you now feel that the power should 
= tempered by some sort of surveillance by the Federal Maritime 

oard ? 

Mr. Froop. After a formal saczigy | yes, sir. 

Mr. Kawamura. On that point, Mr. Chairman, I think probabl 
Mr. Kannauchi and myself definitely have a different viewpoint. 
think if there is to be any regulation on rates or practices—which 
should be regulated—it should not be handled by one country alone. 
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lf there is any regulation necessary, the governments of the countries 
concerned should get together and regulate by mutual agreement. 

The Cuarrman. Go ahead. 

Mr. Sineman. Mr. Flood, in a letter dated May 29, 1959, to the 
president of NYK which is entitled “Bonner Subcommittee Hearings, 
Dual Rate Legislation,” you made the following comments: I am 
reading from page 1 and 2 of that letter: 

At the various hearings of the Bonner committee, numerous witnesses spoke 
on behalf of both the steamship companies and the shippers, both for and 
against dual-rate legislation. It is our opinion that at the present time, the 
case, as presented by the steamship companies has been quite weak, and has 
shown considerable difference in opinion between the witnesses themselves who 
spoke in favor of the dual-rate system, and as witness suggested any definite 
suggestions of remedy. 

Also there is developing a very strong difference of opinion between the east 
coast and west coast members of the American Committee for Conference 
Studies, particularly in relation to what positions should be taken in 
reference— 


I am going to omit a whole paragraph here, which is irrelevant. 


The Pacific coast members also feel that the committee should not show a 
weakness at this time, as all of the testimonies presented up to this date have 
not greatly helped the dual-rate situation, and that if legislation was requested 
at this time, our position would be very weak, and it has already been shown 
in previous cases just what are the minimum standards of the FMB for the 
approval of the dual-rate system. 

Does this letter actually reflect the views of any management in 
your industry including your own ? 

(The document referred to appears at p. 273.) 

Mr. Fuioop. As I say, I wrote that letter, and that is my own per- 
sonal opinion. 

Mr. Stveman. But you were purporting to report to the president 
of NYK as to how the Pacific coast members felt ? 

Mr. Fioop. I passed on information as to the way I understood 
they felt. 

Mr. Stveman. And you felt that that was an accurate statement! 

Mr. Fioop. Yes. 

Mr. Stneman. The last hearing was held by Mr. Bonner’s subcom- 
mittee on dual rates on August 18, 1959, wasn’t it? 

Mr. Foon. I do not recall. 

Mr. Stneman. If I am wrong about that, you can submit a correc- 
tion for the record. 

Mr. Fioop. I don’t know the dates of the hearing, Mr. Singman, 
so I cannot speak as to specific dates. 

Mr. Sryeman. In your judgment, Mr. Flood, has anything hap- 
pened since Mr. Bonner’s last hearing, or has any agg | been 
offered anywhere to cause you to change your conclusions reached on 
May 29, 1959, that the case for dual rates as presented by the steam- 
ship companies has been quite weak, and that all of the testimonies 
presented up to this date have not greatly helped the dual rate 
situation ? 

Mr. F oop. I have not been following that Bonner testimony too 
close. 

The Cuarrman. There has been no more. The question was asked, 
after the hearings before our distinguished colleague from North 
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Carolina were closed, has anything occurred which causes you to 
change your opinion / 

Mr. Fioop. I don’t think so, no, sir. 

The CuarrmMan. Go ahead. 

Mr. Stneman. Mr. Flood, you indicated earlier that you specialize 
in conference matters for the NYK Co., isn’t that correct ? 

Mr. Fioop. I did not make that remark, sir. One of my jobs in 
San Francisco is—as far as San Francisco is concerned, the American 
staff is the working staff. As Mr. Kannauchi mentioned to you before, 
we have a head office staff that comes over from Tokyo and sets the 
policy of the office. The American staff is the working organization, 
and normally the American staff attends the conference meetings, 
sometimes the general manager, sometimes the Japanese staff accom- 
panies them. We belong to so many conferences in San Francisco that 
we divide the conference attendance up between Mr. Noble of the 
office and myself. 

Mr. Srveman. As freight manager of the San Francisco branch, 
I take it you are at least kept aware of conference matters. 

Mr. Froop. I try to be kept cognizant of everything that goes on 
with reference to conferences. 

Mr. Stncmayn. For at least the past 10 years N YK has been a mem- 
ber of the Trans-Pacific Freight Conference, of Japan as well as 
Japan-Atlantic and Gulf Freight Conference, hasn’t it ? 

Mr. Fioop. When I joined NYK in 1953, I think they were mem- 
bers and still are. 

Mr. Stneman. And these conferences cover all inward trade traffic 
from Japan and tothe United States, do they not ? 

Mr. Fioop. I understand they do, sir. 

Mr. Stneman. NYK is also a member of the Far East Conference 
and the Pacific Westbound Conference which cover all outbound 
‘argo to the Far East from the United States? 

Mr. Fioop. That is my understanding. 

Mr. Srneman. Other Japanese lines such as Mitsui, Mitsubishi 
Shipping Co., Kawasaki Kisen Kaisha, Osaka Shosen Kaisha, Shinni- 
hon, Daido, and Yamashita, those Japanese companies are also mem- 
bers of those conferences, are they not ? 

Mr. Froop. I think they all are, sir. 

Mr. Stneman. Can you tell the committee how many Japanese 
lines in all are members of each of these conferences? 

Mr. Froop. I cannot right now. Maybe Mr. Kawamura can. 

The CuatrMan. You may supply it for the record. 

Mr. Stneman. I would like to ask you this, Mr. Kawamura, in the 
Far East Conference there are a total of 22 members, isn’t that 
correct ? 

Mr. Kawamura. Offhand, I do not know exactly. 

The Cuarrman. Approximately ? 

Mr. Kawamura. Yes, sir. 

Mr. Srneman. And eight of those are Japanese, isn’t that correct ? 

Mr. Kawamura. Nine lines, I believe, sir. 

Mr. Stneman. Nine of the 22. In the Pacific Westbound Con- 
ference here are about 20 members, is that right? 

Mr. Kawamura. Roughly, yes, sir. 

Mr. Stneman. There are nine Japanese members of that? 

Mr. Kawamura. I believe 11 members. 
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Mr. Stneman. Eleven. Of the Japanese-Atlantic and Gulf Rate 
Conference there are about 19 members? 

Mr. Kawamura. That, again, is roughly correct, sir. 

Mr. Stneman. How many Japanese members in that? 

Mr. Kawamura. Nine Japanese members. 

Mr. Stneman. And in the Trans-Pacific Freight Conference of 
Japan there are about 26 members? 

Mr. Kawamura. Yes, sir. 

Mr. Stneman. How many Japanese members ? 

Mr. Kawamura. Eleven Japanese members. 

Mr. Stneman. I take it that virtually all of these lines have been 
members of these conferences since about 1951 ? 

Mr. Kawamura. Offhand, I believe our service to the United States 
started in 1952, so that should be the time when we applied for the 
membership to these conferences. 

Mr. Stneman. Isn’t it a fact that with the exception of the Far 
East Conference, all of the conferences running between the United 
States and Japan require a two-thirds vote to take any action ? 

Mr. Kawamura, Yes, sir; depending on the matters voted on, sir, 

Mr. Stneman. Rate matters, let’s say. 

Mr. Kawamura. I would have to refer perhaps to the conference 
agreements on that. I am not too sure. 

Mr. Stneman. Assuming that to be true, isn’t it a fact that the 
Japanese Lines voting together can veto any action by those confer- 
ences that require a two-thirds vote? 

Mr. Kawamura. Depending again on conferences, sir. 

Mr. Flood just told me that in PWC most of the Japanese lines 
are associate members and they do not have any voting rights. 

Mr. Stneman. I see. 

Do you know how many voting members there are in the PWC? 

Mr. Kawamura. Perhaps Mr. Flood could answer that. 

Mr. Fioop. I don’t know for sure. But I do know that the Japanese 
with one-third do not have the majority of votes. 

Mr. Stneman. But if they have more than one-third they can veto 
any action, isn’t that a fact ? 

r. Kawamura. Yes, sir. 

Mr. Stneman. I assume you believe, Mr. Kannauchi, that it is 
the duty of NYK as well as any other members of the conferences to 
abide by the terms of those agreements, and also by the Shipping Act, 
U.S. Shipping Act of 1916, insofar as foreign commerce of the United 
States is concerned. 

Mr. Kannavcut. Yes; I believe so. 

Mr. Stneman. Could you tell us who is the president and who is 
the managing director or vice president of NYK? 

Mr. Kannavcui. The president is Mr. J. Kodama, and the vice 
president is Mr. Ariyoshi. 

Mr. Sineman. I take it from your testimony, Mr. Kannauchi, from 
your prepared statement, that you have at least to some extent famil- 
larized yourself with the testimony and documents presented at the 
previous hearings of this committee in New York in November of 1959 
and in Washington in May of 1960, is that correct ? 

Mr. Kannavcut. I have never been present at the hearings. 
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The, CuairMAN. But did you read the hearing or read the testi- 
mony ¢ 

Mr. Kannaucui. Yes, I did some of them. 

Mr. Stneman. You will recall that the committee has concerned 
itself in the past with a number of questions dealing with the Japanese 
trade, and I should like to ask you a number of questions about some 
of the documents and testimony that are on record. 

At first, do you recall that in March 1953, the Trans-Pacific Freight 
Conference of Japan and the Japan/Atlantic and Gulf Freight Con- 
ference suspended conference tariff rates on major commodities in 
the inbound rates, you are familiar with that, are you not? 

Mr. Kannavcui. Yes; I hope so. 

Mr. Stveman. And are you aware that Mr. William B. Rand, the 
New York vice president of United States Lines, referred to in your 
testimony, told this committee that—and I am quoting from part I 
of this subcommittee’s hearings, page 1120: 


In March 1953 the conference— 
and he was referring to the Japan/Atlantic Conference— 


found it necessary to open rates on a number of commodities to meet the com- 
petition of Isbrandtsen, a nonconference operator— 
does that more or less accord with your recollection ¢ 

Mr. Kannavcut. To my knowledge, it is the main reason why the 
conference took such action. 

Mr. Srneman. I would like to direct your attention to a somewhat 
different explanation for the opening of rates in 1953, which was 
advanced in a confidential report to the officers of United States Lines 
by another official who was then in charge of their Japan and Korean 


areas. And if you will turn to page 1214 of volume 2 of our hearings, 
part I, you will see the communication of Mr. C. L. Dodd, who in a 
report to his superiors in January 1957 said, in part: 


Prior to the opening of rates, as you know, the Japanese lines were flagrantly 
rebating, so also was the Maersk Line and some of the other foreign lines. Today, 
even with open rates, the Japanese lines are rebating not only on cargo moving 
from Japan but inbound cargo. 

I would like you to bear that in mind, Mr. Kannauchi, while I also 
call your attention to a similar view expressed by an official of the 
American President Lines set forth in part II of our hearings on 
page 204. 

And I am quoting from a report by Mr. James J. Berryman. 

Mr. Berryman in a full report to his superiors, said : 

By the middle of 1952 it was evident to all of the foreign carriers that some 
action would have to be taken to stop the Japanese practice of rebating and 
other unethical dealings. Many conference actions were resorted to with a 
malpractice committee, fines, etc., but it was the old story that while we knew 
what was going on it was impossible to prove it. As a last resort, we started 
to declare certain rates open, is in this manner we could compete for important 
cargoes and do it legally. 


Now, my question, Mr. Kannauchi, in the light of these two ol 
by American steamship officials, is this: Were these two officials of two 
major U.S. lines who are competitors in their independent reports from 
Japan and submitted at different times correct in their appraisal that 
rebating by the Japanese lines was a sensitive causative factor in 
forcing an open rate situation in the flow of goods from Japan and to 
the United States? 


70300 O—61—>pt. 3, vol. 1——-18 
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Mr. Kannavucui. I don’t know personally, because I have never 
been in charge of business of this sort. I think if it was true, it must 
have happened in Japan during the period when I stayed in Japan, 
but I have never been in charge of the trade between Japan and the 
United States. That is why I cannot tell anything about this 
question. 

Mr. Stncman. May I ask Mr. Flood, since he was with N YK on the 
Pacific coast in 1953, whether he has any knowledge of this. 

Mr. Fioop. I came to work for NYK in May of 1953, and I have 
no knowledge. 

Mr. Sineman. You have no knowledge whether these reports by 
these two U.S. officials that the open rate situation was caused by 
Japanase rebating was correct ¢ 

Mr. Fioop. I have no knowledge of it. 

Mr. Stneman. Mr. Kannauchi—let me ask you this, Mr. Flood. 

Is it your view that the open rate situation in 1953 was caused by 
competition by Isbrandtsen ? 

Mr. Fioop. When I went to work with NYK in 1953, that was the 
impression I had, and I haven’t had anything else to change it. 

Mr. Stneman. If that is the impression you had, why is it you 
had that impression rather than another since you had no knowledge 
of what caused the open rate situation ¢ 

Mr. Fioop. From the various conversations around, not partic- 
ularly in the office, but from other people. 

Mr. Stneman. Mr. Kannauchi. I think you testified you agreed with 
Mr. Rand that the open rate change in 1953 was caused by open rate 
competition with Tebeensiidte. May I ask you why you have that 


belief if you state that you have no knowledge that NYK or other 


Japanese lines were engaged in rebating at that time? 

fr. Kannavucur. At that time, 1 was in Tokyo, and if my recol- 
lection is right, I was in charge of the business from Japan to 
India, I guess. I was not informed from any official route inside 
of our company, but in the business division, other people worked for 
the trade to the United States, I worked for the Indian trade, some 
of them for Europe. So it is natural—we hear something about 
other business which we are not in charge of. That is why my 
knowledge about this is very fragmentary. The reason why I could 
know was, that the conference opened the rate on major commodi- 
ties is due to the competition against the nonconference line; namely, 
the Isbrandtsen Line, and this was a big factor in the business field. 
Of course, I heard of it. But I didn’t trace things about that. 

Mr. Sincman. Can you explain why it is that in all of the testi- 
mony we have been able to secure from expert witnesses and in all 
of the documents we have been able to garner those people who state 
that the Japanese rate war, or that the Japanese open rate situation 
was started by Isbrandtsen, do so on the basis of secondhand knowl- 
edge or hearsay, while the documents seem to indicate that it was 
caused by Japanese rebates ? 

Mr. Yamaoka. Mr. Chairman, could we permit Mr. Kawamura to 
translate for Mr. Kannauchi? That is so he can better understand 
that. 

Mr. Kannavcut. Mr. Singman, I can’t say about that, because I 
have no knowledge about it. 
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Mr. Sineman. Let me ask you this: Do you or Mr. Flood know of 
any reason to doubt the reliability of these memorandums from men 
who were on the spot in Japan in 1953 and 1957 ? 

The Cuairman. Wait a minute. What do you expect the gentle- 
men tosay, Mr. Singman ? 

Let the letters speak for themselves, whatever they may be worth. 

Go on, Mr. Singman. Let the record speak for itself. 

Mr. Stneman. At any rate, these rates in the inbound trade re- 
mained open until they were closed by the conference, some in 1957 
and the remainder in 1958; isn’t that correct ? 

Mr. Kannavucui. That is correct. 

Mr. Stneman. Would it be fair to say that during this open 
rate period, at least, say from 1953 to 1958, your managing director, 
now vice president, Mr. Ariyoshi, acted as a spokesman not only for 
N.Y.K. but also for all of the Japanese conference lines involved in the 
inbound trade? 

Mr. Kannavcui. It is not exactly that way, Mr. Ariyoshi at that 
time was executive director and general manager of the business 
division. 

The CHarrman. He spoke for your group, did he not, on many 
matters? 

Mr. Kannaucut. I think he had much more chance to speak to 
foreign representatives than other Japanese representatives. But 
that does not qualify Mr. Ariyoshi as the spokesman for all Japanese 
lines. 

Mr. Stveman. Wasn’t it the practice then for the Minister of 
Transport to advise Mr. Ariyoshi of what steps the Japanese Gov- 
ernment expected from the Japanese shipping industry, and have him 
relay it to the other members of the industry ? 

Mr. Kawamura. May I answer that question myself ? 

Mr. Stneman. Yes. 

Mr. Kawamura. I think, unofficially, on this first question, Mr. 
Ariyoshi, because of his English ability, and so forth, took upon 
himself this duty, or whatever you call it, of being a spokesman, and, 
again unofficially, there may have been conversations with Japanese 
governmental officials, inasmuch as he was a very responsible official 
of one of the leading Japanese shipping companies. 

Mr. Sineman. Could you answer the second question ? 

Mr. Kawamura. Yes. As I said, inasmuch as he was a leading 
figure in the Japanese shipping industry, he used to have discussions 
with the Japanese Government officials, I believe. 

Mr. Suveman. And then relay those discussions to other members 
of the Japanese shipping industry ? 

Mr. Kawamura. He was not supposed to; he was not asked to do 

that, but he may have done so. 
_ Mr. Srneman. In a letter dated.July 30, 1957, by Mr. Walker— 
it is a confidential letter dated July 30, 1957, by Mr. Walker to the Far 
East manager of the United States Lines, addressed to the vice presi- 
dent of the lines, Mr. Rand—and this letter is set forth on page 1261 
of our hearings, part I—Mr. Walker stated : 

Following a meeting in Tokyo on July 22, 1957, of representatives of nine 
Japanese lines to discusss freight-rate increases, Mr. Y. Ariyoshi, of N.Y.K., act- 


ing as spokesman for the group, advised that the Japanese lines would not 
sponsor or agree to further rate increases during the balance of 1957. 
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Again, on October 31, 1957, Mr. Walker, in another confidential 
letter to Mr. Rand, said, at page 695, part I: 

Referring to my letter to you of September 9, 1957, Mr. Ariyoshi advised 
during the final meeting with him that he felt compelled to again request 
U.S.L.-New York to limit space in Japan on the U.S.L. mariners. He said that 
pressure from the Japanese group which he represented as spokesman was over- 
whelming. 

Again, on May 31, 1957, Mr. Walker, in a confidential letter 
to Mr. Richter, another high official of United States Lines, head- 
quartered in New York, said, in part—and this is at page 1251 of our 
hearings, part I: 

The Japanese group, through spokesman, Mr. Ariyoshi, at the May 24 joint 
conference meeting, held at the Fujiya Hotel, Miyanoshita, vowed that they had 
no further intention of closing rates excepting plywood, porcelainware, and 
canned tuna. 

And then one more from the Tokyo office, a communication from 
the Tokyo office to the San Francisco head office of American Presi- 
dent Lines, stating that N.Y.K. informed A.P.L.—and this is at page 
216 of part II of the hearing—N.Y.K. informed A.P.L. that the 
Japanese lines were reducing transpacific open rates, and— 
although this notice was given to N.Y.K., it is not to be considered as one com- 
pany, but seven other Japanese companies will follow this trend. As we have 
advised you previously, in the future we must consider notification of this nature 
given by N.Y.K. as the consensus of opinion amongst other transpacific Japanese 
carriers. 

Isn’t it fair to conclude from the pattern of these four communica- 
tions that United States Lines and A.P.L., to name only a few U.S. 
lines, came to regard N.Y.K. and Mr. Ariyoshi as spokesman for all the 
Japanese lines concerned, and that he was, in fact, so acting ! 

Mr. Yamaoka. Mr. Chairman, may I suggest that this calls for 
a conclusion from this witness, and that the documents speak for 
themselves ? 

The Cuarrman. I guess that is true. He does not have to answer 
if he does not wish. 

Mr. Stneman. Let me ask you this, Mr. Kannauchi 

The Cuarrman. Of course I want to say that the procedure before 
a congressional inquiry is not the same procedure as before a court. 
We have wider latitude, as you probably know. 

Mr. Yamaoka. I quite appreciate that, Mr. Chairman. 

The CuarrMan. But I will recognize your objection. 

Mr. Sineman. To your knowledge, was any written memorandum 
of agreement or understanding among the Japanese lines designating 
Mr. Ariyoshi as a spokesman and negotiator for the Japanese lines 
ever filed with the Maritime Board pursuant to section 15? 

Mr. Kawamura. May I answer that, Mr. Singman ? 

Mr. Suneman. Yes, please, Mr. Kawamura. — 

Mr. Kawamura. There is no agreement on that, and I would like 
to say that Mr, Ariyoshi was never officially a spokesman for the 
Japanese lines, 

he CHarrMAn. What was he, what were his duties ¢ 
Mr. Kawamura. I think foreign lines just looked upon him as a 


— who could speak English and who could tell them how NYK 
elt. 
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Mr. Stneman. It was more than just what NYK was feeling, wasn’t 
it, Mr. Kawamura? As the letter from APL said, the notice on re- 
ducing open rates given to APL by Mr. Ariyoshi was by instructions 
from the Tokyo representative of APL to be considered as a notice 
not by NYK but by eight Japanese lines, and as the report from 
Mr. Berryman states, “As we have advised you previously, in the 
future we must consider notification of this nature given by NYK 
as the consensus among other transpacific Japanese carriers as well.” 

Mr. Kawamura. Mr. Singman, I do not know about these letters 
the APL representative from Tokyo wrote to the principal—— 

The Cuarrman. Mr. Ariyoshi is now still employed by your com- 
pany ? 

Mr. Kawamura, Yes. 

The CuarrMan. As a matter of fact, he has been advanced to the 
position of vice president; isn’t that right 

Mr. Kawamura. Yes; that is correct. 

The CuarrmMan. In other words, he has been given a greater degree 
of authority than he had heretofore / 

Mr. Kawamura. Right now, sir? 

The CrHarrman. He has been given even greater authority than 
he had before ? 

Mr. Kawamura. Yes, sir. 

In other words, to the best of my knowledge I have never seen or 
known the existence of any written or oral agreement among the 
Japanese lines designating Mr. Ariyoshi as the spokesman for the 
group. 

The CHarrMman. Isn’t this tantamount to the following, that you 
may not have had a written agreement, but you had an unwritten 
agreement or an understanding among the various Japanese lines 
that Mr. Ariyoshi would act as spokesman for them, and they would 
at always together in unison / 

Mr. Kawamura. To the best of my knowledge, I do not know, sir. 

The Cuarrman. No understanding? 

Mr. Kawamura. No, sir. 

The Cuatrman. Then these gentlemen whose names have been read 
in the record and have been holding responsible positions with United 
States Lines and the American President Lines, they were not speak- 
ing according to the fact at all? 

Mr. Kawamura. I believe so; yes, sir. 

Mr. Stneman. You believe they were incorrect ? 

Mr. Kawamura. They were incorrect. 

Mr. Sineman. Do you think they are incorrect when they state that 
Mr. Ariyoshi’s notice of closing rates was a notice for all Japanese 
lines; do you think that was incorrect ? 

Mr. Kawamura. Which notice, sir? 

Mr. Stneman. A notice from Mr. Ariyoshi that NYK and the other 
lines were closing rates, or reducing their open rates, actually ? 

Mr. Kawamura. I do not recall that particular occasion. 

Mr. Stneman. How about the statement that Mr. Ariyoshi made 
at_ the Miyanoshita meeting where he said, speaking for all Japanese 
lines, “that they had no further intention of closing rates except ply- 
wood, porcelainware, and canned tuna”? Do you think they were 
mistaken that Mr. Ariyoshi purported to speak for all lines ? 
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Mr. Kawamura. To the best of my knowledge, I do not think he 
could have spoken for all the Japanese groups. 

The Cuairman. I direct your attention to a draft of a letter igs 
pared by your managing director, Mr. Ariyoshi, and transmitted in 
the autumn of 1957 to Mr. Walker, Far East manager of the United 
States Lines. This document is reproduced at pages 696, 697, part I, 
of the committee’s hearings. 

I quote from that letter in part: 


There is no denying— . 
this is from Mr. Ariyoshi, to Mr. Walker— 


However, there is no denying that there exists somewhat peculiar stability 
on this trade although it may be regarded as quite anomalous from the point 
of an orthodox commercial view. While the rates on most staple items are 
open, all the Japanese lines are quoting these rates nearly the same, and at 
the same time, non-Japanese lines are voluntarily following suit with slight 
differences. 

Furthermore, the Japanese lines have observed faithfully the self-imposed 
loading ceiling of 4,500 tons per vessel so far and have endeavored to transfer 
the excess to non-Japanese lines, whereby the latter would secure their fair 
shares of the trade. During the period of the 3 years from 1954 to 1956, the 
Japanese and non-Japanese lines trading on this route had shared the cargo 
at a fairly stable demarcation line of 60 and 40 respectively. 


* * * * * Xe * 


I only wish to remind you, however, that there existed a practice, however 
irregular and anomalous it may be, which had worked quite successfully to 
safeguard the stability of the trade in this part of the world. 


* * * * * * * 

I am fully aware this is entirely against orthodox commercial practice but 
as I pointed out above, in this corner of the world, a modified method, though 
peculiar, works good sometimes. 

Doesn’t this method establish that NYK was acting in concert and 
agreement with other Japanese lines and non-Japanese lines, first, to 
quote the same rates on supposed open-rate commodities with non- 
Japanese lines conforming, with slight differences; and, second, ob- 
serve a loading ceiling of 4,500 tons per vessel so as to divide the 
trade according to a percentage formula between the Japanese and 
non-Japanese line, namely, 60 and 40 respectively, isn’t that correct? 

Mr. Kannavucut. I don’t know personally about these facts. 

The Cuatrman. Would you say that Mr. Ariyoshi did not represent 
the NYK in this when he wrote that letter? 

Mr. Kannavcui. I don’t know about that. 

The Crarrman. You don’t know whether he represented your com- 
pany when he wrote this letter to Mr. Walker, Far East manager of 
the United States Lines, in the autumn of 1957? 

Mr. Kannavcut. Well, this looks as though it was drafted by Mr. 
Ariyoshi. But I cannot identify this letter drafted by Mr. Ariyoshi, 
I don’t know about it. 

Mr. Stneman. You are not suggesting, Mr. Kannauchi, that Mr. 
Ariyoshi would put something in the draft of a letter that was not 
true. 

Mr. Kannavcut. If this letter was truly written by Mr. Ariyoshi, 
I think that this letter speaks honestly. 

The Carman. I think this is a good point to adjourn. And we 
will reassemble at half past 2. 

(Whereupon, at 1 p:m., the committee recessed, to reconvene at 
2 :30 p.m. the same day.) 
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AFTERNOON SESSION 


The Cuamman. The committee will come to order. Mr. Singman, 
will you continue? 


TESTIMONY OF ISAMU KANNAUCHI, R. 0. FLOOD, AND K. KAWA- 
MURA, ACCOMPANIED BY GEORGE YAMAOKA AND JIRO MURASE— 
Resumed 


Mr. Stneman. Thank you, Mr. Chairman. 

Mr. Flood, I take it you are familiar with section 15 of the Shipping 
Act of 1916, which requires the filing of agreements with the Maritime 
Board ? 

Mr. Fioop. Yes, sir. 

Mr. Stneman. Do you recall that in July of 1955, an inquiry was 
received by NYK and the other Japanese lines from the Federal 
Maritime Board in a letter dated July 23, 1955, and reproduced at 
page 1205 of part 1 of our committee hearings, which stated, in 
part, as follows: 


Information before us appears to indicate that your companies— 
and there were eight companies that were addressees of this letter— 


have reached an understanding or agreement with respect to the freight rates 
to be observed from Japan to United States ports on those commodities on which 
the rates have been declared open by the Trans-Pacific Freight Conference of 
Japan and the Japan-Atlantic and Gulf Freight Conference. 

Such an understanding or agreement between two or more of your companies 
is considered to be within the purview of section 15 of the Shipping Act, 1916, 
as amended. Our records, however, fail to disclose any such understanding or 
agreement on file and approved. 

By the fourth paragraph of said section 15, copy attached, agreements required 
to be filed pursuant to such section are lawful only when and as long as approved 
by the Board, and before approval or after disapproval, it is unlawful to carry 
out in whole or in part, directly or indirectly, any such agreement. 

Do you recall receiving such communication ? 

Mr. Fioop. Are you referring to a letter from my file? 

Mr. Stneman. Yes, sir—well, I am sure it is in your file. This par- 
ticular one came from the Board’s files, but I am sure there was a letter 
of that kind addressed to NYK. 

Did you see any such letter ? 

Mr. Fioop. I don’t think any such letter was ever addressed to the 
San Francisco office. 

Mr. Stneman. Well, it was sent to the Tokyo head office, as a matter 
of fact. Did youseea copy of it ? 

Mr. Fioop. I don’t remember. 

Mr. Stneman. Would you look at page 1205 of our hearings and 
see if 

The Cuatrman. 1205? 

Mr. Stneman (continuing). If that letter looks familiar? 

Mr. Fioop. I don’t think we ever received a copy of it from Tokyo. 

The Cuarrman. Do any of the gentlemen at the table know whether 
or not the N YK received such a letter ? 
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Mr. Kannavcui. Mr. Chairman, I didn’t see this letter which our 
head office received. But I had a look at this copy of this letter on this 
record ; that is all I know about this. 

The Cuarrman. What; you had what? 

Mr. Kawamura. May I speak for him ? 

The CHarrman. Yes. 

Mr. Kawamura. He has not seen this letter himself, but in prepar- 
ing for these hearings he had seen this letter as presented in this 
record. 

The CHarrman. That was the first time he saw it, in the printed 
hearings? 

Mr. aiiidaticais, Yes. 

Mr. CuarrMan. Is that correct ? 

Mr. Kannavcut. Yes. 

The CHarrman. You do not deny that such a letter was received by 
NYK;do you? 

Mr. Kannavcuti. No; I don’t deny it. 

Mr. Stneman. Mr. Kannauchi, are you familiar with the faet 
that, in answer to this letter, each of the Japanese lines sent replies 
to the Board, and a copy of the answer sent by the OSK line is repro- 
duced on page 1209 of the record, and the OSK reply has three points 
to it, saying, I will read those three: 

(1) Since before the war it was the practice of Japanese lines to have occa- 
sional luncheon meetings of social nature among their officials to promote their 
mutual friendship, where quite naturally some exchange of business information 
took place. 

(2) The effects of the war on the Japanese shipping have been so far reach- 
ing that on resumption of the New York lines of the eight Japanese companies 
in July 1951 we found ourselves deplorably short of information and knowledge 
as to the general oversea information. Thus, after November 1952 we and our 
Japanese colleagues in the trade have revived the prewar practice to meet 
oceasionally to enrich our knowledge by mutual exchange. But it should be 
noted that the meeting is in the nature of a purely social gathering, and anything 
talked about there does not incur any official responsibility nor has any binding 
power on the participants. 

(3) As for the rates of freight currently quoted by our company on the in- 
dividual commodities—declared “open” since March 12, 1953—they have nothing 
to do with the meetings of the eight Japanese companies but are given by our 
company at its own discretion in the light of the market conditions as they ob- 
tain from time to time. It is believed, therefore, that the gatherings as de 
scribed above cannot be regarded as involving an agreement or an understand- 
ing coming under section 15 of the Shipping Act of 1916. 

. Do you know whether NYK sent such a reply ? 

The CHarrman. Or asimilar letter? 

Mr. Kannavcut. I think so. I think NYK replied to the Federal 
Maritime Board. 

The Cuarrman. You do not think so? 

Mr. Yamaoka. He said he thinks so. 

Mr. Kannavcui. Yes. 

Mr. Stneman. How can you reconcile that letter from Mr. Ariyoshi 
to Mr. Walker which you stated this morning, I believe, was an honest 
representation of the facts that the Japanese lines have faithfully ob- 
served the self-imposed loading ceiling of 4,500 tons per vessel, and 
that the Japanese and non-Japanese lines trading on the route had 
shared cargo at a fairly stable demarcation line of 40 and 60, re- 
spectively ? 
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The CuatrrMan. Do you understand the question, sir? 

Mr. Kannavcui. Yes; Ido. I don’t know, well, because of my po- 
sition I told you this morning. However, in order to clarify these 

oints I want to read some paragraphs of the papers written by the 
Fapenies Government which I have right here. 

For your information, this paper was used by the Japanese Govern- 
ment as a talking paper. 

The Cuatrman. Asa what? 

Mr. Kannavucui. A talking paper. 

Mr. Yamaoka. Mr. Chairman, it isentitled “Talking Paper.” 

Mr. Kannavucni. As a talking paper in answering American of- 
ficials in the American Embassy in Tokyo who questioned the Min- 
istry of Transportation in Japan, and my understanding is that this 
paper was handed over to these officials in the American Embassy 
in Tokyo—and I got a copy of this letter; the talking paper, from 
the Japanese Embassy in Washington. So can I read some para- 
graphs relating to these questions ? 

The CHairMaANn. Yes; whatever you wish, handle it any you want 
to. 

Mr. Sineman. Excuse me, could you give us the date of that paper ? 

Mr. Kannavucni. The date? 

Mr. Stneman. Yes. 

Mr. Kannavcut. There is no date. 

Mr. Stneman. Do you know when it was used as a basis for discus- 
sion ? 

Mr. Kannavcnt. I don’t remember what date it was, but—— 

Mr. Stneman. Approximately ? 

Mr. Kannavucui. Approximately in the first part of last year, I 
guess, but I am not sure about the date. 

I quote some paragraphs relating to these points. 

It is said this way, about rates: 

Under these circumstances the Government called in, from time to time, the 
experts on tariff from among Japanese shipowners and shippers to fix, at the 
direction of the Government, a certain tariff rate to be universally observed by 
all Japanese shipowners to secure order in Japanese marine transportation as 
well as to stabilize confusion on trade routes thereby to give favorable effect upon 
foreign shipowners and shippers in general. Such action by the Government 
emanated also from the general provisions of the law for compensation for dif- 
ference of interest on loan for construction of oceangoing vessels, enacted in 
1953 in that cutthroat competition among the recipients of the benefits of this 
law below the break-even level would only result in wasting taxpayers’ money, 


putting the Ministry of Transportation, the sponsor of the law, into an embar- 
rassing position. 


And also it is stated here like this: 


The tariff, thus established, is what is called joint tariff referred to in the white 
paper. It is not the joint action taken by each company and therefore is not re- 
we as an agreement as provided for in the Japanese marine transportation 
aw. 


And with respect to the loading limitation : 


The Government instructed each company to take measures to stabilize the 
rate for realization of peace on the Japan-New York route. At the same time 
the government also instructed that it was necessary for them to maintain 
friendly relations with U.S.-flag ships and others for stabilization of the routes, 
and to set up the ceiling for that purpose. This ceiling was set at 2,800 tons 
equally for each company when it was first put into effect in January 1954. 
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Afterwards, it was revised from time to time at the Government’s direction in 
consideration of the objective circumstances at each time. Thus, the instructed 
ceiling was the same for all lines. 

Those are all the related paragraphs. 

Mr. Srveman. If I understand you correctly, Mr. Kannauchi, you 
say that these agreements or rather let us use another word, that this 
concerted action by the Japanese lines was in response to a direction 
by the Government of Japan? 

Mr. Kannavcut. Yes, it isexactly so. 

The CuHarrmMan. Let us analyze that for a minute. We, naturally, 
want this committee, naturally, wants to respect the orders of the 
Japanese Government. That is in the spirit of accord and amity with 
a friendly nation. 

On the other hand, when a Japanese line or Japanese-flag carrier, 
ocean flag carrier, does business in American waters, and affects in- 
terstate commerce and foreign commerce of the United States, it can- 
not expect treatment different than that accorded domestic American- 
flag carriers. Everybody must be treated alike. 

You can readily see that we could not accord to Japanese-flag car- 
riers any preferences, or discriminate in their favor as against their 
competitors who happen to be carriers operating under different flags, 
including our own. 

So we have laws in this country, which laws operate evenly and ob- 
jectively against all carriers, domestic and foreign, carrying foreign 
commerce of the United States. 

So, while we respect that edict, an order of your Government, on the 
other hand, your Government must realize likewise that when. its 
subjects, like yourself and your company, are doing business in Amer- 
ican waters and carrying foreign commerce to the United States, it 
must abide by American laws. You understand that, and no edict of 
the Government can override our American laws as far as the opera- 
tions of your company are concerned. 

Mr. Kannavucui. Mr. Chairman, we respect, of course, American 
law, and we are Japanese companies, and naturally we have to observe 
the Japanese Government’s instructions. But, on the other hand, we 
keep in mind things that we have to observe, and we have to act 
according to the U.S. law. 

However, I think you can understand from my reading, these ac- 
tions taken by the Japanese shipping lines were in accordance with the 
Japanese Government’s instruction. 

We have a copy of the Shipping Act of the United States in Japan 
which is called Japanese marine transportation law, and in the light 
of the provisions of this law, the Japanese Government regarded the 
action taken by the Japanese lines in accordance with Japanese law 
not required to be filed with the Government. Therefore, my under- 
standing is that the Japanese lines didn’t think it was a violation of 
the Shipping Act because 





The CuHarrman. What was that last? I didn’t quite get it. 

Mr. Kannavcui. We didn’t think it was in violation of U.S. 
law. 

The Cuarrman., I didn’t quite get that. 

Mr. Kannavcui. Because—— 

The Cuarrman. Will you repeat that? I didn’t quite get it. 
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Mr. Kannavcut. If I may rephrase it this way: The Japanese 
(iovernment, they advised the Japanese lines that action taken by the 
Japanese lines according to the Japanese Government instructions, 
was not regarded as an agreement, understanding, nor concerted action 
which is provided for in the Japanese law. As I told you—this law is 
acopy of American Shipping Act. 

The CuarrMan. I don't quite get it. They say it was or was not in 
accordance with the American Shipping Act? 

Mr. Kannavcut. It was. 

The CHarrMan. It was. Your action was perfectly legal in their 
estimation, is that it ? 

Mr. Yamaoka. Mr. Chairman, would you permit Mr. Kawamura to 
explain ? 

Mr. Kawamura. Mr. Chairman, I would like to elaborate on what 
Mr. Kannauchi was trying to state. This was in response to the 
official U.S. Government—This is in reply, in_ response to, 
the official U.S. Government’s approach to the Japanese gov- 
ernmental authority in Tokyo, through your State Department and 
your Embassy in Tokyo. In other words, I believe at that time the 
U.S. Embassy raised the question of whether there was any 
concerted action among the 9 Japanese lines, and the Japanese Gov- 
ernment replied. Incidentally, I would like to present this as a record 
of the hearing. 

The Cuatrman. That will be accepted. 

(The document referred to appears at. p. 275.) 

Mr. Kawamura. Yes. 

The Cuarrman. In your language, briefly, what did the Japanese 
Corset say to the inquiry by our Embassy, by our State Depart- 
ment 

Mr. Kawamura, The Japanese Government said, in brief, in this 
so-called “talking paper,” that the Japanese Government individually 
directed each of these Japanese steamship lines to observe a certain 
level of rates and certain amounts of cargo loading limitation, indi- 
vidually ; in other words, it is a vertical Deatae rom the Japanese 
Government. 

The CHatrmMan. You mean they took individual action and not 
action in concert ? 

Mr. Kawamura. That is right, Mr. Chairman. 

Mr. Stneman. May I ask, Mr. Kawamura 

Mr. Kawamura. Yes, Mr. Singman. 

Mr. StneMaAn (continuing). To what period does this paper refer? 
Does it refer to the period of 1955 that we were discussing or does it 
refer to—— 

Mr. Kawamura. I believe this refers to the whole period from 1953 
to 1958. 

Mr. Stneman. Let me ask you, if that is so, how this explanation by 
you, sir, and by Mr. Kannauchi, which is the first time that explana- 
tion has been submitted to this committee, how that explanation can 
be reconciled with the official reply to the Federal Martime Board in 
answer to the official request that you referred to, that the prices—— 


are given by our company at its own discretion in light of the market conditions 
as they obtain from time to time. 
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Mr. Kawamura. That personally I have no knowledge of. I think 
you will have to address, Mr. Singman, your inquiry to whoever was 
responsible in writing that letter, and also to the Soom Govern- 
ment, probably. 

Mr. Srnemayn. This letter makes no mention of any instructions 
from the Japanese Government, does it ? 

Mr. Kawamura. I understand that. 

Mr. Kannavcuti. On this point, can I quote some paragraph of the 
same “talking paper” in sitar to make them confirm this Govern- 
ment’s instruction, the Government asked each company to submit a 
written confirmation which is called an agreement of July 1956 in 
the white paper. 

The reason why the term “agreement” was used in the white paper 
was in response to the public opinion asking for the voluntary efforts 
by shipping lines for rationalization of the Shatin and it was neces- 
sary for our Government to persuade the Japanese public to under- 
stand that such efforts were being made voluntarily by Japanese 
shipowners. 

think this paragraph could answer that question to some extent; 
and my understanding that at that time when OSK, probably NYK 
and other companies replied to the Federal Maritime Board, and up 
to the present time, there have been such severe criticisms of the Japa- 
nese shipping companies from the Congress, some Government sources, 
from the press circles, also from the banks, and so forth. The reason 
why is that Japanese shipping companies, mostly all, had severe dam- 
age through the destruction of the freight rates on New York lines 
from 1953 to 1958, and severe competition against outsiders of the 
conference on the trade from Japan to Europe, and also against the 
nonconference operators from Japan to India and Pakistan, and this 
damage was so far reaching that the Japanese shipping lines as yet 
are unable to give dividends to the shareholders. 

On the other hand, for the construction of ocean-going vessels, the 
Japanese Government afforded a vast amount of Government funds 
for this purpose. 

Therefore the Japanese shipping lines had to receive such criticism 
and were asked to push forward the rationalization of their businesses. 

Mr. Stneman. You are explaining, Mr. Kannauchi, why it is that 
the Japanese lines took this step. But let me see if I can give you 
the background of my question and rephrase my question so it is more 
meaningful. 

There has been testimony before this committee that in 1953 the 
rates in the inward trade from Japan were opened due to either non- 
conference competition or Japanese rate cutting, and for whatever 
the reason, the rates remained open until 1957 or 1958. 

There has been testimony before this committee that this open-rate 
situation caused a terribly damaging rate war, and that there was 
rate cutting on a grand scale in the inward trade. 

On the other hand, we have had other testimony which now seems 
to be corroborated by you that, in fact, there was no rate war and, 
in fact, there were no open rates, because there was agreement among 
the Japanese lines as to what rates they would charge and as to the 
spread with rates among non-Japanese lines, 
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You report to us that this was done by instruction of the Japa- 
nese Government. 

In 1955, the Federal Maritime Board requested an explanation as 
to whether there was uniformity of rates among the Japanese lines, 
and the answer came back that there was not and, in fact, that each 
line was setting its own rates. 

My question is, Why wasn’t an explanation given to the Board 
then that, in fact, there was uniformity because the Japanese Govern- 
ment required it ? 

Mr. Kannavucut. That is why I was going to explain at this point. 

Mr. Stneman. I amsorry I interrupted. 

Mr. Kannavcut. Well, such being the circumstances, the Japanese 
shipowners as well as the Japanese Government, they had to em- 
phasize their own voluntary efforts to build up their business without 
speaking much of the Government instruction. 

That is why they didn’t use in every instance the words of the 
Japanese Government instruction on purpose. All that they said is 
that every action taken by the lines was at their will, in other words, 
voluntarily, they did voluntarily, and they never spoke to the effect 
that it was according to the instruction of the Japanese Government ; 
that is why 

Mr. Stneman. In other words, these were secret instructions ? 

Mr. Kannavcut. Yes. 

Mr. Kawamura. Yes? 

Mr. Kannavcuti. Yes. 

Mr. Kawamura. To individual steamship lines ? 

Mr. Kannaucuti. Not made to the public. 

Mr. Stneman. Not made to the public and not made to the Federal 
Maritime Board ? 

Mr. Kannavcnt. No, sir. 

The CHarrman. Go ahead. 

Mr. Yamaoka. May I intercede at this point? I don’t know whether 
Mr. Kannauchi’s explanation has made it clear, but I think what he 
has been trying to convey as the fact is that these instructions went 
vertically to each line individually from the Government. 

In other words, it wasn’t a horizontal type of an agreement, where 
all—or an instruction went to all the lines all at one time. I think 
that is the point that he really wants to make. 

The Cuarrman. Yes. But why wasn’t that explanation made to the 
Maritime Board, if that was the case; that it was not individual 
action but action in concert ? 

Mr. Yamaoka. As a matter of fact, Mr. Chairman, the letter from 
the OSK line indicates that it was an individual action rather than 
& concerted action, the very letter which Mr. Singman referred to. 

Mr. Stneman. The letter indicates, Mr. Yamaoka, it was an indi- 
vidual action taken, “in light of the market conditions as they ob- 
tained from time to time.” 

_I submit, Mr. Yamaoka, if they were acting pursuant to instruec- 
tions from the Ministry of Transport, it had nothing to do with 
market conditions. 

Mr. Yamaoka. Well, that is up to the writer of that letter to ex- 
= Mr. Singman. But I am just trying to explain the testimony 

y Mr. Kannauchi here. 
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Mr. Stneman. Let me ask you, gentlemen, whether this incident 
doesn’t illustrate the necessity for the Maritime Board’s having ac- 
cess to company documents in order to permit it to have a true picture 
of what is going on, rather than having to rely on official communica- 
tions back and forth ? 

The Cuarrman. Do you understand the nature of that question, 
sir? 

Mr. Kawamura. I beg your pardon, sir? 

Mr. YamaoKka. Is that question addressed to me ? 

Mr. Stneman. It is addressed to Mr. Kannauchi. 

The Cuatrman. I want to say, I cannot understand what you are 
saying, but I do not want you just to tell him what to say. I don't 
think that would be proper. 

Mr. Kawamura. I was trying to explain what Mr. Singman was 
asking. 

The CHatrman. You are only an interpreter here, you are not an 
official of the company, are you ? 

Mr. Kawamura. Yes, I am an official witness. 

The Cuarrman. I beg your pardon ? 

Mr. Yamaoka. He wassworn in asa witness. 

The Cuarrman. Are you acting as an interpreter or a witness ¢ 

Mr. Kawamura. Right here I was trying to help Mr. Kennauchi 
understand the question. 

The CuatrmMan. You seem to be acting more as a witness than as 
an interpreter. Let the gentleman speak for himself, and you just 
interpret. 

We asked a simple question, and the question was whether or not 
all this testimony, does it not illustrate the necessity for the Maritime 
Board having access to the company’s records and the company’s Coc- 
uments in oiled to get a true picture of the situation, rather than have 
the Federal Maritime Board rely upon some interpretation some of- 
ficial may give concerning those records and documents? 

Mr. Kannavucut. I think, sir, this question came out due to the 
difference, the different standpoint, because the Japanese Government 
and the Japanese lines didn’t think this action as one which the Amer- 
ican Federal Maritime Board may have some doubts with regard to 
American law, they did not think it was a violation of the Shipping 
Act in Japan. 


Well, the Japanese Shipping Act is a copy of the shipping act of 


the United States. They have a similar clause prohibiting agree- 
ments, understandings, and so on, without filing with the Government, 
and in this instance, the Japanese Government decided, according to 
this law, it is not necessary to file with the Japanese Government, 

Well, the Japanese shipping companies naturally then considered 
it was not necessary to file with the Federal Maritime Board according 
to the Shipping Act in the United States. 

In other words, they handled the matter in the same way because 
the law in both countries is stipulated in the same way. 

The Cuarrman. Well, your answer is—— 

Mr. Kannavcuat. That is my understanding. 

The CuarrmMan. Your answer 
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Mr. Kannavcut. I am not sure, but this is my personal under- 
standing. 

The CHarrman. Your understanding is the shipping companies 
need not file with the Maritime Board their records and documents? 

Mr. Yamaoka. No, Mr. Chairman, I don’t think Mr. Kannauchi’s 
answer was directed to that point. He was giving a further explana- 
tion, and I don’t think he specifically answered your question, Mr. 
Chairman. 

The Cuarrman. I don’t think he did, either. I was just trying to 
ask that question to draw him out. He is past talking all around it. 

Do you want to answer the question? Who can answer the 
question ¢ 

Mr. Yamaoka. I can’t very well answer it for Mr. Kannauchi, but 
I should like to make one observation, that I don’t know that Mr. 
Kannauchi would feel equipped to answer the type of question you 
have presented, Mr. Chairman. It governs the policy and actions 
of the Federal Maritime Board, and its extraterritorial rights on a 
policy question and I don’t know that he would be qualified to answer 
that. 

The Cuarrman. All right. 

I am going to rule now that these questions are appropriate and 
proper. If the witness does not wish to answer he should say so. 
We have a perfect right to ask these questions, and if there is any 
doubt about it I online that you communicate with your State 


Department about it, and the State Department will communicate 
with us. 
Nobody has raised this question before. We are very careful in our 


questioning. We simply asked you one question. You do not have 
to answer if you do not wish. I asked this question: 

Does this not illustrate the necessity for the Maritime Board’s 
having access to the company’s records instead of relying upon state- 
ments made by officials of the company? Answer that if you wish, 
or don’t answer it. It does not make any difference. What do you 
wish to do? 

The answers given are not relevant; they were not responsive, and 
I would like to know whether you can answer it briefly, tersely, without 
taking too much time. 

Mr. Kannavcui. I would like to answer this way. 

The Crairman. Because I am getting very impatient about this 
now. 

Mr. Kannavcut. This question should be settled between govern- 
ment and government. 

The Cuatrman. Allright. That is your answer. 

Mr. Kannavcnr. And I can’t answer such a legal question. 

The Cuarrman. Next question, Mr. Singman. 

Mr. Stneman. Yes, Mr. Chairman. 

Mr. Yamaoka. May I, with your indulgence, Mr. Chairman, just 
make one comment in that regard. 

The CuarrMan. Yes. 

Mr. Yamaoka. For your information, sir, this very issue as to the 
production of documents from abroad has been 

The Cuarrman. We are not asking for the production of documents. 
We are asking whether or not you shouldn’t file records of your com- 
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pany with the Federal Maritime Board concerning matters and opera- 
tions right here in the United States. That is what we are asking for, 
not anything abroad. 

Mr. Yamaoka. Well, I thought originally, Mr. Chairman, and I 
ask your kind indulgence on this; you asked whether it would not be 

referable to have the Federal Maritime Board authorized to ask for 
ocuments from Japan. 

The CHAIRMAN. | haven’t said anything on that. 

The question does not speak of that. 

Mr. Yamaoka. At least I understood the purpose of Mr. Singman’s 
inquiry 

he CHarrMan. I donot think it did. 

Mr. Yamaoka (continuing). To be to that effect. 

The Cuatrman. I have his question right here in writing. It does 
not say anything about documents that are abroad; it says company 
documents concerning operations here in territorial waters of the 
United States. 

Mr. Yamaoka. There is no question about that, sir. 

Mr. Stneman. Thank you, Mr. Chairman. 

Mr. Kannauchi, isn’t it a fact that in the spring of 1958 a joint 
meeting of the principals or owners of the shipping lines belonging to 
the Trans-Pacific Freight Conference of Japan and the Japan/At- 
lantic and Gulf Freight Conference was held at Miyanoshita, Hakone, 
Japan ¢ 

Mr. Kannavcut. I don’t know anything about the so-called Hakone 
meeting because I have never attended such a conference, and also I 
have never been informed of this meeting. 

Mr. Stneman. Do you know that such a meeting took place? 

Mr. Kannavcut. Yes; I just know that a meeting took place. 

Mr. Stneman. Did you know that NYK was represented at that 
meeting ? 

Mr. Biavihs nicht You mean there was a representative ? 

Mr. Stneman. Did you know that someone from NYK was at that 
rece gan 

Mr. Kannavcuti. Yes. 

Mr. Stneman. And that someone was Mr. Ariyoshi, wasn’t he? 

Mr. Kannavcut. Yes. Mr. Ariyoshi was present at every Hakone 
meeting, so-called. 

Mr. Stneman. Are you acquainted with Mr. Boyce Luckett, vice 
president for freight traffic of the American President Lines? 

Mr. Kannavcuti. No, sir. 

Mr. Stneman. Perhaps Mr. Flood is, since he is in San Francisco, 

Mr. Fioop. I know who he is. 

Mr. Stneman. I would like to refer you gentlemen to a memoran- 
dum reproduced on page 293 of part 2, volume 1, of our hearings, 
which is a memorandum from Mr. Luckett to Mr. George Killion, 
president of American President Lines. 

In this memorandum Mr. Luckett wrote the following, and I will 
just read the first part of it: 


I have mentioned— 
this is Mr. Luckett to Mr. Killion— 


to you verbally the substantial inroads being made by Japanese-flag carriers 
in the Japan/Pacific trade. In an effort to stabilize and ultimately to increase 
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the depressed rates in this trade, the Japanese-flag group at the owners meet- 
ing held last year made a gentlemen’s agreement to hold their participation to 
approximately 42—43 percent. 

During the full calendar year 1958 Japanese-flag participation in the Japan/Pa- 
cific trade approximated 52 percent and for the first couple of months this year 
their percentage of the total cargo moving has been very close to 60 percent. 
Mr. Ariyoshi of NYK has advised us informally that the matter is getting out 
of control and that unless something is done to curb the trend, Japanese-flag 
ships will be carrying 70-75 percent of the cargo in this trade within the next 
few months. 

My question is, Doesn’t this document indicate that Mr. Luck- 
ett believed that the Japanese-flag group had entered into a “gentle- 
men’s agreement” at Hakone d 

Mr. y Suaor:, Mr. Chairman, doesn’t the document speak for 
itself ? 

The Cuarrman. It speaks for itself. I think, Mr. Singman, it calls 
for the operations of another man’s mind, what his belief was. 

Can you shed any light on it? Was there such a gentlemen’s agree- 
ment? I am talking about as related by Mr. Luckett? 

Mr. Kannaucui. This is the first. time I read this document. 

The Cuarrman. Do you deny that there was—do you know any- 
thing about it ? 

Mr. Kannavcui. Oh, no. 

The Cuarrman. What is that? 

Mr. Kannavcut. I have no alternative but letting this paper speak 
for itself. 

The Cuarrman. Will you deny that there was a gentlemen’s agree- 
ment along these lines ? 

Mr. Kannavucut. As far as I know, there is no agreement existing 
between the shipping companies in Japan. 

Mr. Stneman. Was this decision by the Japanese lines to hold their 
carryings down to 42 or 43 percent, was this one of the decisions that 
was made in response to instructions from the Japanese Ministry of 
Transport ? 

Mr. Kannavucut. I don’t know about that, sir; 42, 43 percent, some- 
thing like that. This is the first time this has come to my knowledge. 
I never heard about this, and also I don’t know exactly how this 
mppered ; I don’t know. 

Mr. Stneman. Perhaps you do not know about the percentage, but 
do you know that the Japanese Ministry of Transport had instructed 
the Japanese lines individually to hold their carryings down to a cer- 
tain percentage? 

Mr. Kannavcut. Well, all knowledge I have now is based on this 
talking paper, and based on this paper, it does not cover this matter. 

It looks—it doesn’t cover this matter, so I cannot say anything 
about this. 

Mr. Stneman. Are you, are any of you gentlemen familiar with 
the report on pages 2626, volume 3 of part 1 of our hearings, pages 
2626 through 2635, which is a detailed, almost. stenographic report 


by a Mr. Lense of States Marine Line, Rerposting to report about 


what happened at an owners’ meeting at 
March 9 to March 12, 1959? 

The CHarrman. Where is Mr. Ariyoshi now ? 

Mr. Kannavcut. In Tokyo. 

The Cuatrman. Does he intend to come to the United States ? 


70300 O—61—pt. 3, vol. 1——19 


ebble Beach, Calif., from 
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Mr. Kannaucui. Yes; I think so. He is going to attend the next 
meeting in the United States. 

The Cuarrman. When will that be? 

Mr. Kannavcui. I don’t know when itis. This fall. 

The CuarrmMan. Inthe fall? 

Mr. Kannavcuti. In the fall; yes. 

The Cuarrman. Of course, these hearings are going to stand open 
for some time, I want to state, and we may want to examine Mr, 
Ariyoshi. You may as well report that to Mr. Ariyoshi. 

Mr. Kannavucut. Yes; I will. 

The Cuatrman. Thank you. 

Mr. Stneman. This report by Mr. Lense of States Marine Lines, on 
nage 2630, purports to quote from Mr. Ariyoshi, and it says as 

ollows: 

Rationalization of sailings was proposed by Mr. Ariyoshi, NYK, who re- 

quested information as to future plans of number of sailings of lines. 

He stated Japanese group are limiting number of sailings also limitation as 
to carrying cargo. He further stated that some carriers are increasing sailings 
and amount of cargo to be carried. 

Mr. Barnett, Barber Wilhelmsen, stated they were not placing any more ships 
in trade and further remarked that rationalization brings about quicker 
turnaround. 

Mr. Ariyoshi then stated they were concerned re number of States Marine 
sailings and would like a general idea re gentlemen’s agreement not to increase 
sailings over a number of years. 


Have you any information concerning such gentlemen’s agreement, 
Mr. Kannauchi, or any of you gentlemen ? 

Mr. Kannavucui. No; I don’t haveany. 

Mr. Kawamura. I believe, Mr. Singman, that States Marine never 
agreed to restrict their number of sailings. 


Mr. Stneman. Well, are you suggesting that Mr. Ariyoshi would in- 
dicate concern over the violation of a nonexistent gentlemen’s agree- 
ment by States Marine? 

Mr. Kawamura. There was no agreement. 

Mr. Stneman. The statement is that Mr. Ariyoshi was concerned— 


re number of States Marine sailings and would like a general idea re gentlemen's 
agreement not to increase sailings over a number of years. 

Mr. Kawamura. In other words, if there was any agreement, we 
could probably approach States Marine and ask them to limit their 
number of sailings. 

Mr. Stneman. You mean if there had been an agreement, you would 
have asked States Marine to limit their sailings? 

Mr. Kawamura. If there had been. 

Mr. Stneman. If there had been ? 

Mr. Kawamura. But there was none. 

Mr. Stneman. Would you have asked them to limit their sailings 
if there had not been a gentleman’s agreement ? 

Mr. Kawamura. If we would have? 

Mr. Stneman. Yes. Would you have asked States Marine to abide 
by a gentlemen’s agreement if there wasn’t any gentlemen’s agreement ! 

Mr. Kawamura. No. 

Mr. Stneman. Why did Mr. Ariyoshi ask them to abide by a gen- 
tlemen’s agreement ¢ 
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Mr. Kawamura. In other words, he just made an approach, I 
think—I mean as far as I could understand from this letter, reading it. 

Mr. Streman. What did Mr. Ariyoshi mean when he stated “Japa- 
nese group are limiting number of sailings, also limitation as to carry- 
ing cargo’? 

Mr. Kawamura. I think this again is from my personal knowledge, 
judging from all these documents present—that he was referring to 
this Japanese Government’s instruction, and also I believe last year 
there was an agreement filed with Federal Maritime Board between 
the Japanese lines. 

Mr. Stneman. We are talking about 1959. That was filed in De- 
cember, December 14, 1959. We are talking about March 1959. 

Mr. Kawamura. I see. I think he was then referring to this 
government instruction. 

Mr. Stneman. To the Ministry’s instructions? 

Mr. Kawamura. Yes, sir. 

Mr. Stneman. Now, when Mr. Gmelch of PFE, on page 2631, is 
quoted as saying that the “Japanese agreed to 4214 percent,” was he 
referring to that Japanese Ministry instruction again ? 

Mr. Kawamura. As far as I know, there was no agreement between 
the Japanese and American lines to limit our loading to 42 and some 
percent. 

Mr. Stneman. Was there a voluntary undertaking to limit it to 
421% percent ? 

Mr. Kawamura. There was the government’s instruction to limit 
our loading to a certain tonnage, no doubt. But there was no agree- 
ment. I believe the record shows that later on American lines have 
been complaining that we did not abide by it. 

Mr. Stneman. So, in other words, you are saying when Mr. Gmelch 
was talking about the 42.5-percent agreement, he was talking about the 
Japanese Ministry’s instructions ? 

Mr. Kawamura. I think he was just talking about what he under- 
stood or what he thought to be something that was agreed to by the 
Japanese lines. But as far as we were concerned, I think there was 
no agreement. 

Mr. Stneman. It is clear from these documents that almost every- 
body at the meeting thought there was such an agreement. 

Mr. Kawamura. We did not think so, Mr. Singman. 

Mr. Stneman. You didn’t? 

Mr. Kawamura. We didn’t. 

Mr. SinemAn. But almost everyone else did. 

Mr. Kawamura. I think almost all Japanese lines did not think so. 

Mr. Stneman. But almost all the non-Japanese lines did think there 
was such an agreement ? 

Mr. Kawamura, The records do indicate what they show. 

Mr. Stneman. But you say that there was no agreement, but it was 
a voluntary undertaking, according to instructions by the Japanese 
(Iovernment ? 

Mr. Kawamura. That is right, Mr. Singman. 

Mr. StnemAn. Now, on page 961 of part 1 of our hearings, there is 
4 formal letter from NYK dated June 17, 1958, which is a reply toa 
letter of inquiry sent by the Regulation Office, Federal Maritime 
Board, very much like the previous one that we had been talking abou! 
earlier that was sent in 1955. 
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This one was sent in 1958, and was replied to by NYK, this time on 
June 17, 1958. 

The NYK reply reads in part. as follows: 

As regards your inquiry (1), we would advise that our company is limiting 
the volume of cargo transported by our vessels from Japan to the United States 
Pacific coast in an effort not to make excessive inroads into the share of the 
other lines, and to guarantee the coprosperity of all the lines in this trade. How- 
ever, this is an entirely voluntary action of our company and no agreement is 
in existence with other lines in this connection. Moreover, we could desist from 
this action if and when we so desire. 

If this action was taken by NYK, I might point out, in- 
cidentally, that there were virtually identical replies from Iino, Mitsu- 
bishi, Nitto, Nippon, Yamashita, OSK, Daido Kaiun, Kawasaki, 
Mitsui, and Shinnihon. 

If this curtailment of shipping was being done under the 
instruction of the Ministry of Transport, as you have said, as you 
have testified, Mr. Kannauchi, how could Mr. Ariyoshi state in his 
letter, “We could desist in this action if and when we so desired”? 

Mr. Kannavucui. Of course, my presumption in this way: What 
Mr. Ariyoshi meant in this letter when they wanted to desist from 
this action, he should have taken the approval from and instruction 
from the Government. 

In other words, they couldn’t do this without the instruction, with- 
out approval of the Japanese Government. 

Mr. Sineman. I see. 

Let me call your attention, Mr. Kannauchi to a letter from your 
files, from your New York files, sent to Hill, Betts & Nash, 26 Broad- 
way, over your signature, and the initials in the lower left-hand cor- 
ner of the second page are “H.K.” 

Now, would that be Mr. H. Kawai? 

The Cuatrman. The Chairman will have to announce that we have 
to adjourn at this point, and I am going to ask the witnesses to comé 
back tomorrow morning at 10 o’clock. 

I am sorry, but an exigency has arisen which requires my attend- 
ance elsewhere, and we will have to adjourn, to reassemble tomorrow 
morning at 10 o’clock. 

(Whereupon, at 3:40 p.m., the committee recessed, to reconvene at 
10 a.m. on Thursday, March 9, 1961.) 

(The document referred to at p. 236 follows :) 


STATEMENT OF ISAMU KANNAUCHI, NIPPON YUSEN KAISHA 
I. INTRODUCTION 


Mr. Chairman, committee members, and counsel, my name is Isamu Kannauchi. 
I am general manager of the New York office of Nippon Yusen Kaisha, commonly 
called NYK Line, at 25 Broadway, New York, N.Y. I have occupied this posi- 
tion since August 1959. Prior to that time I was in the head office of NYK Line 
in Tokyo as assistant general manager in charge of various matters relating to 
shipbuilding, chartering and liner services between Japan and southeast Asia. 

With me are Mr. R. O. Flood, freight traffic manager of our San Francisco 
office, who has been with our company since about 1953 and Mr. K. Kawamura 
of our New York office, who has been in this country since June 1960. Accom- 
panying us as counsel are Mr. George Yamaoka, partner of the firm Hill, Betts, 
Yamaoka, Freehill & Longcope of New York City, and Mr. Jiro Murase, associate 
of that firm. 

My colleagues and I appreciate very much this opportunity to appear before 
your committee and to present some of our views. When certain members of 
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the Bonner committee visited Japan in the fall of 1959, the Japanese shipping 
interests were given an opportunity to express their views on various problems 
confronting international shipping, and especially dealing with the conference 
system. We are now very pleased to have this occasion of being of some assist- 
ance, we hope, to your particular studies of these very complex international 
problems. 

Our company is the oldest and largest shipping company in Japan. Nippon 
Yusen Kaisha was organized in 1885 as a result of the merger of two predicessor 
shipping companies, one of which commenced its business in 1870. About 1895 
NYK Line commenced a regular service between Europe and Japan. About the 
same time in collaboration with the Great Northern Railway Co., we opened a 
regular transpacific service to Seattle, Wash., and later these services were ex- 
panded to other ports on the Pacific coast as the trade between Japan and the 
United States increased. By 1930 the NYK Line had built and operated in ad- 
dition to its regular cargo services luxury passenger liners which plied between 
the Far East and the west coast of the United States Immediately before the 
Pacific war, the NYK Line owned about 133 oceangoing vessels totaling about 
866,000 gross tons plying in worldwide trade. Some of your committee mem- 
bers may no doubt be familiar with the historical background of the services of 
our company which contributed greatly to the actual development of the Pacific 
coast and promotion of the trade between this country and Japan. 

When the Pacific war ended, the company had only 37 vessels left, totaling 
about 155,000 t ons, most of which were wornout or wartime vessels. During the 
latter part of the Allied occupation period by the Allied forces, the Japanese 
merchanft marine was permitted by stages to participate in the carriage of 
cargoes to and from overseas under occupation surveillance. Following the sign- 
ing of the Peace Treaty Between Japan and the Allied Powers, and the coming 
into effect of the Treaty of Friendship, Commerce, and Navigation between Ja- 
pan and the United States, the Japanese merchant marine was again permitted 
to reengage in its historically important activities to develop the trade between 
the two countries. Hence, at the present time, at great investment and cost, 
NYK Line as well as other Japanese lines have now replenished their fleets with 
some of the most modern and efficient vessels in the world trades. NYK pres- 
ently operates 50 owned vessels and about 48 chartered vessels on trade routes 
from Japan to almost all countries of the world, with the exception of Con- 
munist China. NYK Line is a member of about 73 steamship conferences in the 
various world trades and in particular is a member of about 20 conferences in the 
trade routes to and from the United States. 

Mr. Chairman, committee members, and counsel, I do not intend or wish to re- 
peat the obvious, nor to make my statement sound as if it were a textbook or 
lecture given at some academic school of business. A large number of very 
qualified shipping economists and experts have already appeared before this 
committee, but please allow me to give your committee some views which are 
honestly taken for granted outside of the United States and the reactions we have 
to the current confused situation in the trades to and from the United States. 


II. NATURE OF INTERNATIONAL SHIPPING 


(a) Capital outlay 


In this regard, we generally endorse the statements of Mr. Cornelius S. Walsh, 
president of States Marine Lines, who has testified before your committee in 
October 1959 (p. 1, vol. III, pp. 1911-2677 of the record of these hearings) as an 
unsubsidized U S.-flag operator on this side of the Pacific Ocean which is most 
conscious of the intensely competitive nature of the shipping industry. A liner 
Service requires a very large outlay of capital, firstly, to acquire and operate 
a fast and modern fleet of vessels ; secondly, to establish and maintain such shore 
facilities as branch offices and agents, etc., in order to cater to the needs of 
shippers all over the world. Foreign commerce is constantly growing and, in 
order to serve shippers adequately, constant replacement of vessels is required. A 
Strong conference system supported by a strong tie-in arrangement is the only 
means of encouraging and protecting this heavy capital outlay. Without them, 
outsider nonconference vessels could freely steal away the fruits of long years of 
arduous labor and heavy investments in the development of an established trade. 
This has been amply shown in the testimony in these hearings as well as in the 
Bonner committee hearings. 
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(b) International complevities 


We do not know whether your State Department has kept you fully informed 
of the views held by your foreign friends, such as we Japanese, on the extremely 
complex and often delicate conflicting international problems posed, nor of their 
great anxiety regarding the current and proposed policies of this country in the 
field of international shipping. It is our hope that this opportunity which you 
have afforded us to express our views will serve to assist you in remedying this 
situation and to forestall any embarrassments which might arise from unfortu- 
nate misunderstandings between good friends. 

Ocean shipping is an international industry with companies of diverse flags 
and the national interests of many foreign countries with divergent economic 
and legal concepts involved. It is, therefore, questionable for one country alone 
to claim exclusive legal prerogative to restrict and regulate international ship- 
ping without risking similar or retaliatory actions from the other countries 
concerned. 

We as a foreign line for about 45 years have always understood the American 
policy toward international shipping to be one of limited regulation, and en- 
couragement and support of self-regulation through the conference system. 
Therefore, when this country suddenly and without prior consultation reverses 
its historical attitude favoring the conference system and its administrative 
policy of tolerance, if not active approval of many practices which had become 
established in the industry, it causes us great concern and difficulty. Because 
of the important position of international shipping in our Nation’s economy, this 
concern is shared by the Japanese Government. And we understand there are 
other governments which share this same reaction. This is clearly evidenced by 
the actions taken by several foreign governments in the grand jury investigation 
of the shipping industry and in the Federal Maritime Board section 21 order 
proceedings now pending in your courts. 


III. CONFERENCE SYSTEM 


As the record of our memberships in the many conferences throughout the 
world shows, Nippon Yusen Kaisha firmly believes in the conference system as 
the only effective and practical means of operating the complex business of inter- 
national shipping. This belief is derived from and strengthened by our long 
and wide experience since the beginning of our organization and it is reaffirmed 
by the late unhappy happenings we have seen in this industry. 


(a) History 


Mr. William B. Rand of the United States Lines, Mr. H. B. Luckett of Ameri- 
ean President Lines, Mr. F. R. Wierdsma of the Holland-America Line as well 
as others have amply elaborated this point so I shall do no more than to refer 
your kind attention to their statements and testimony in these hearings. 

(b) Stability 

I should like to refer to the statement of Mr. A. A. van L. Maas of Holland- 
America Line at pages 1150-1156 of your record which clearly reveals the im- 
portance and need of a strong conference system with an effective tie-in with 
shippers for the maintenance of rate stability. 

In this respect, we fully support the testimony of Mr. Rand of the United 
States Lines as reported in the record of these hearings. It should be empha- 
sized here that shippers also suffer greatly from instability of freight rates and 
they are in no way happy with outside nonconference inroads, despite the tem- 
porary advantage of lower rates of freight which the latter may offer. Shippers 
are primarily concerned with rate stability, inasmuch as they will be unable to 
quote prices to foreign buyers if they are not assured of stable freight rates to be 
applied to future shipments. Conferences are the only practical means of as- 
suring rate stability in international shipping. 

As an example, you will recall the case of the Isbrandtsen Line whose intru- 
sion in the Japan-United States trade brought about chaotic cutthroat rate- 
war competition, with resultant disruption in this vital trade. Without the tie-in 
of a dual-rate system available, the Japan Atlantic and Gulf Freight Conference 
and the Trans-Pacific Freight Conference of Japan were compelled to open the 
freight rates of some 140 items in early 1953 in order to enable their shippers 
to compete on an equal basis with those shipping via Isbrandtsen and, also, in 
order for the member lines to compete with Isbrandtsen whose vessels were full 
while conference vessels were sailing with largely unused space. The rates im- 
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mediately went down as low as $6.50 a ton to the Pacific and $8 a ton to the 
Atlantic, which were not sufficient even to cover loading and unloading ex- 
penses. The catastrophe caused losses of millions of dollars in this trade to the 
subsidized and unsubsidized American lines and to the British, Scandinavian, 
Japanese and other shipping companies concerned. 

This and numerous other analogous cases are a convincing demonstration of 
the vital need for a strong tie-in with the shippers, without which conferences 
are doomed to disintegrate with consequent complete disruption of the whole 
foreign commerce in the trade involved as well as the threat to the very exist- 
ence of the steamship lines servicing such trade. 


(c) American conferences 


Traditionally, it has been understood by us that it was the policy of the U.S. 
Government to promote strong conferences. This dates from the enactment of 
the Shipping Act in 1916 until after World War II. In reliance on that policy, 
both foreign and American steamship companies have established comprehensive 
conference systems in the American trades as revealed in these hearings. 

That traditional policy was confirmed in the memorandum prepared in 1940 
by the U.S. Maritime Commission for the Inter-American Financial and Eco- 
nomic Advisory Committee. 

In 1940, Latin American Republics, principally Cuba and Venezuela, were 
threatening to impose unilateral national regulation of rates and practices of 
carriers in the trade between the United States and Central and South America. 
The United States dissuaded the other Latin American Republics from exercis- 
ing unilateral control over ocean shipping in international trade, saying that ““The 
U.S. Government does not exercise any direct control over freight rates on water- 
borne import or export traffic of the United States. It has been the policy of the 
United States to subject carriers engaged in the foreign trade of the United States 
to as few restrictions as possible in respect to their freight rates and shipping 
practices. Regulatory control has been established only when the public welfare 
has seemed to require it and then has been kept to a minimum. * * *” 

The U.S. delegates at the conference stated to the delegates of the other Ameri- 
can Republics: 

“In view of the international character of shipping in foreign trade, the United 
States over a period of many years has developed a policy of self-regulation for 
the industry through the medium of steamship conferences. 

“It is the judgment of the Maritime Commission that the conference system is 
necessary to the successful conduct of waterborne foreign trade which is of an 
international character but that conferences cannot continue to exist in foreign 
trade without some means of protection such as the conference contract sysem.” 

As Mr. Maas of Holland-American Line testified before your committee, it is 
for your foreign friends astounding that the Supreme Court should proclaim in 
the Isbrandtsen case its anticonference doctrine, over 18 years after the pro- 
conference policy statement of U.S. Maritime Commission and 42 years after 
the Shipping Act was enacted. It certainly taxes the comprehension of the 
shipping circles of major foreign maritime nations how such long-established 
proconference doctrine could so suddenly be reversed. 

Mr. Clarence B. Morse, former Chairman of the Federal Maritime Board, 
testified and covered the picture and status of the conferences, one terminus of 
the trade of which is in U.S. territory, and in that respect his story is correct 
and factual. However, he failed to point out or make an adequate explanation 
of the fact that American conference concepts are exceptional and that they 
may not be in conformity with other world shipping practices at the other foreign 
termini of the same trade. We sincerely hope that your committee will give 
due weight to these factors. 


(@) F.o.b./f.a.8. sales 


We should also like to draw your special attention to the statement and testi- 
mony of Mr. Donald F. Wierda, general freight traffic manager of the United 
States Lines, before the Bonner committee in May 1959, on this subject. It 
contains one of the most comprehensive and informative studies made with re- 
gard to outside nonconference competition and is to be found at pages 347-372 
of the record of the hearings of that committee. In answer to a question by 
Mr. Bonner as to what would be an “effective tie,” Mr. Wierda said that an 
“effective tie’ would be where the f.o.b./f.a.s. loophole is plugged. There are 
many examples of shippers and importers using f.o.b. and f.a.s. terms as a means 
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of circumventing their contract obligations. This is a matter of great concern 
to loyal and honest shippers. In our opinion, to permit unscrupulous shippers 
to avoid their genuine obligations by means of artificial arrangements for sales 
on f.o.b. and f.a.s. terms results in discrimination to the prejudice of the honest 
shippers who abstain from such trickery. 

In this connection, Mr. Galloway, the chairman of the Pacific Westbound 
Conference presented before the Bonner committee, June 9, 1959, an excellent 
statement together with his clear-cut explanations of how efficiently a con- 
ference could work in meeting the shipper’s need, stating “It is a factual exposi- 
tion of what has actually occurred in the past and is happening now, that free 
on-board and free-alongside-ship sales are made merely terms of convenience 
resorted to as a subterfuge to avoid the terms of contract known to exist by all 
concerned, the lines, shippers, consignees, and conference.” 

In many past cases, instablity of a trade was caused by the fact that contract 
shippers could utilize non-conference vessels on account of sales on free-on-board 
and free-alongside-ship terms. If the dual-rate system is to be effective at all, 
in order to guarantee long-term stability of a trade and its prosperity in foreign 
commerce, free-on-board and free-alongside-ship sales should not be exempted. 
With such exemption, we are certain from past experiences that the dual-rate 
system will not work effectively as a tie-in with the shippers. 

It is our strong belief that for a trade to be stabilized, which is what shippers 
find imperative for the development of their foreign-trade transactions, all the 
shipments by a shipper, including free-on-board and free-alongside-ship sales, 
should be included in his dual-rate contract with the conference. 


(e) Self-regulation 

As your committe is fully aware, various and numerous attempts at self- 
regulation have been undertaken by conferences in the past. We are happy 
to report that the new neutral body system was first instituted in the Japan to 
the U.S. trade. This neutral body plan has been approved by the Federal Mari- 
time Board and is in actual operation. Your committee has already available in 
your records some of these agreements. It is being considered by many other 
conferences favorably. This plan of self-regulation within the conferences 
avoids the embarrassing and delicate problems of conflicting international 
jurisdiction and sovereignty and also permits expeditious solution of difficult 
questions within the industry without protracted and expensive legal procedures. 
I am glad to state that NYK Line has been one of the original proposers and 
supporters of this neutral body system. We are also fully in accord with any 
other reasonable and practical program that may be put forth. 


IV. CONCLUSION 
(a) International pattern 


The preponderant majority of the world’s maritime nations, with the excep- 
tion of the United States, has long adopted the policy of minimum governmental 
control and regulation of the international shipping, permitting the respective 
conferences to handle their problems themselves by self-regulation. British and 
other European maritime nations, as well as prewar Japan, have consistently fol- 
lowed this noninterference policy, and the conferences under their jurisdictions 
have been employing not only the dual-rate system, but also the fidelity-com- 
mission system, the deferred-rebate system and closed conferences. 

After the end of World War II, Japan was obligated to adopt a shipping act 
which was modeled after the U.S. Shipping Act. However, it was revised in 
January 1959 and made less stringent as it was found excessively restrictive and 
that it contributed to the instability of our foreign commerce. Under these new 
amendments, we are now free to employ the dual-rate system, the fidelity-com- 
mission system, and/or the deferred-rebate system, as well as a_ closed 
conference. 

We are of the opinion that no departure from the international pattern should 
be made unless a clear and conclusive necessity exists therefor, taking into con- 
sideration the mutual interests of all trading countries. 

We also particularly respectfully invite this committee’s attention to the 
basic provisions of the Treaty of Friendship, Commerce and Navigation between 
Japan and the United States, particularly article XIX assuring freedom of com- 
merce and navigation to vessels of both countries. 
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(b) Previous Japanese representations 


We presented in part our views mentioned here before the members of the Bon- 
ner committee who, in 1959, came over to our country in order to have on-the- 
spot observations and discussions with Japanese shipping circles. 

Late in 1960, Mr. Thomas BE. Stakem, Jr., Vice Chairman of the Federal Mari- 
time Board, also came to Japan and we informed him of these views and practices. 

Prior to to the visit of Mr. Stakem to Japan, Mr. S. Asada, Chief of the Maritime 
Bureau, Ministry of Transportation, of the Japanese Government, made a trip 
to this country to discuss and exchange views with the important officials in 
your Government in Washington on these matters and to indicate the views of 
the Japanese Government thereon. 


(c) Suggestions 


It is a matter of the utmost concern to all of us who either trade with, or en- 
gage in shipping to or from, the United States that the confusion of recent years 
be resolved not by increasing the unilateral regulation by U.S. authorities of 
international shipping affecting the commerce of this country, with its attendant 
resulting increased opportunities for international friction. We urge that Amer- 
ican legal concepts and practices regarding steamship conferences should con- 
form as much as possible to those authorized and permitted by the major mari- 
time nations of the world but if this is not feasible then we urge, as an alterna- 
tive, a clear restatement of the traditional American policy sustaining the confer- 
ence system with reasonable self-regulation by the conferences as a satisfactory 
solution for the regulation of this industry in this country. To accomplish these 
ends, it is in our submission imperative that conferences be authorized to utilize 
the dual-rate and the fidelity-commission systems in order to meet outside non- 
conference competition and to forestall the disintegration of the conference 
system. 

We also most respectfully suggest with utmost sincerity that your committee 
and the other officials concerned obtain and evaluate not only the views of the 
foreign lines but the views also of the other maritime nations whose interests 
are vitally concerned. 

Mr. Chairman, committee members, and counsel, I thank you very much for 
giving me this privilege and opportunity of expressing these frank but sincere 
views. 


BREMEN, January 8, 1959. 
Re dual-rate system. 


DeaR Mr. TAKEDA: We have now pleasure in informing you that a great 
majority of the European lines, which have been addressed as per attached 
copies, have declared themselves in favor of forming an association of European 
conference lines. 

Therefore we have made all arrangements for the intended meeting to take 
place on January 14, 1959, at 2:30 p.m., at the Palace Hotel in Brussels. 

Yours very truly, 
NORDDEUTSCHER LLOyD, 
BERTRAM. 


(The document referred to at p. 237 follows :) 


BREMEN, December 11, 1958. 


Dear Sirs: The undermentioned lines; vis: Armement Deppe, Compagnie 
Générale Transatlantique, Fjell Line, Hamburg America Line, Holland America 
Line, Johnson Line, North German Lloyd, Fred Olsen, and Oranje Line, have 
come to the conclusion that it would be advisable to form an association of 
European conference lines, interested in the trade from the continent includ- 
ing Scandinavia, to U.S. ports and vice versa, for the purpose of watching the 
development of investigations of the Magnuson, Bonner, and Celler committee, 
and to cooperate with the American Steamship Committee on Conference 
Studies in an endeavor to try to achieve the best possible results. 

A similar association has already been formed by the British lines in the 
United Kingdom. 

It is not the intention of such an association to interfere with domestic law- 
making, but we feel an adequate organization is necessary to represent the 
interest of European shipowners. 





270 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


It would be appreciated to hear from you within a fortnight whether you 
are interested and prepared to join such an association. If a great majority 
of the interested lines, which can safely be expected, would be agreeable in 
principle to the above proposal, a meeting will be arranged to take place on 
January 14, 2.30 p.m., at the Palace Hotel in Brussels. 

The Japanese lines, NYK and OSK are expected to join the intended 
association as affiliated members. 

For and on behalf of the aforementioned lines : 

NORDDEUTSCHER LLoyp, 
BERTRAM. 
This letter has been sent to: 


Ahrenkiel & Bene, Mattentwiete 8, Hamburg 11. 

Navigatione Alta Italia Societa Anonima, Via XX 28/4, Genoa. 

Belgian Line Compagnie, Maritime Belge 8.A., 61, Rempart Ste. Catherine, 
Antwerp. 

Companhia de Navegacao “Carregadores Acoreanos”, Ponta Delgada, St. 
Michaels, Azores. 

Concordia Line Christian Haaland, Modllerveien 6, Haugesund, Norway. 

Cosmopolitan Line A/S J. Ludwig Mowinkels Redergi, Olav Kyrresgate 9, 
Bergen. 

Det Forenede Dampskibs Selskab A/S (Scandinavian American Line), Sankt 
Annae Plads 30, Copenhagen-K. 

Fearnley & Eger (Fernville Line) P.O. Box 355, Oslo. 

Finnlake Lines, Kulosaari, Briindé, Helsingfors. 

Finska Angfartygs Aktiebolaget, P.O. Box 90, Helsingfors. 

Cie. de Navigation Fraissinet & Cyprien Fabre, 3-15, Rue Beauvau, Marseilles. 

Fruit Express Line Bjirn Bjérnstad & Co., Moss, Norway. 

General Steam Navigation Co. Ltd., of Greece (Greek Line), Piraeus, Greece. 

Leif Hoegh & Co. A/S, Parkveien 55, Oslo. 

Home Lines Fratelli Cosulich, Via Balbi 4, Genoa. 

“Italia” Societi per Azioni di Navigazione, Piazza de Ferrari 1, Genoa. 

A. Kirsten, Dovenhof, Hamburg. 

A. F. Klaveness & Co. A/S (Fernville Line), P.O. Box 108, Lysaker near Oslo, 

N. V. Koninklijke Rotterdamsche Lloyd (Nedlloyd Line), Veerhaven, Rotterdam, 

A. P. Miller (Maersk Line), Kongens Nytov 8, Copenhagen. 

N. V. Stoomvaart Maatschappij “Nederland” (Nedlloyd Line), Amsterdam. 

A/B R. Nordstrém & Co. O/Y (Nordlake Line), Lovisa, Finland. 

Den Norske Amerika Linje A/S. Jernbanctorget 2, Oslo. 

A/S Det @ staciatiske Kompagnie, Copenhagen. 

Ozean/Stinnes Linien-Gemeinschaftsdienst, Hamburg. 

Ernst Russ, Hamburg. 

Sartori & Berger, Hamburg. 

Aktiebolaget Syenska Amerika Linier Géteborg. 

Dampskibscelskabet Torm, Copenhagen. 

Compania Transatlantica Espanola, Madrid. 

Rederiaktiebolaget Transatlantic, Géteborg. 

Westfal-Larsen & Co. A/S, Bergen. 

Wilh. Wilhelsen, Oslo. 

Deutsche Dampfschiffahrte Gesellschaft Hansa, Bremen. 

Swedish Chicago Line, Stockholm. 


(The document referred to at p. 239 follows :) 


SEPTEMBER 19, 1958. 
Re dual-rate system. 
The PRESIDENT, 
Nippon Yusen Kaisha (Business Div.) 
20-1, Marunouchi, 2-chome 
Chiyoda-ku, Tokyo, Japan. 

Dear Sirs: As you know, following the temporary enactment of legislation to 
extend the present dual rate system until June 1960, two congressional com- 
mittees were appointed to carefully study the dual-rate system, to consider the 
enactment of permanent legislation, legalize the dual-rate system. The com- 
mittees will conduct hearings throughout the country, and it will be necessary 
for the steamship industry, as a whole, to carefully lay plans so that favorable 
legislation will be enacted. 
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A meeting was called by the American Merchant Marine Institute to be held 
in New York on September 15 in order to set up a definite program for the 
shipping industry to follow in reference to the hearings which are to be held. 
The meeting was also to include the Conference Chairmen from several Con- 
ferences on the east coast, gulf and the Pacific coast. Mr. McArt of the Pa- 
cific Coast European Conference attended, together with Mr. Burlay of the 
Latin America Conferences, and Mr. Galloway of the Pacific Westbound Con- 
ference. The highlights of this meeting are as follows: 

(1) The meeting was called by Mr. R. Casey of the A.M.M.I., and he and 
Mr. R. Dewey of the P.M.A. in San Francisco presided at this meeting. 

(2) A working committee of five American steamship lines from the east 
coast, two from the gulf and four from the Pacific coast were appointed to set 
up the organization of this committee. The five east coast lines were: U.S. 
Lines, Moore McCormack Lines, Inc., American Export, States Marine Line, and 
Grace Line. 

The two gulf lines were: Lykes Bros. Steamship Co., Waterman Steam- 
ship Line, and four Pacific coast lines were: States Marine, American President 
Line, Matson Navigation Corp., and American Mail Line. 

You will note that PFE was not included. 

(3) It was decided that three conferences from the Atlantic, one conference 
from the gulf, and three conferences from the Pacific coast be invited to attend 
the various meetings, as observers only, but to have no rights or votes. Evi- 
dently this whole organization will be directed by the various American steam- 
ship lines, and the only approach to the various foreign steamship lines will be 
through the various conferences invited to attend. Mr. Carlos was appointed to 
represent the Gulf Conference, and Mr. McArt, Mr. Burley, and Mr. Galloway 
were appointed to represent the three Pacific coast conferences. 

(4) The next meeting of this committee will be held September 22. 

(5) A meeting of this committee is expected to be held every 2 weeks either 
in New York or in Washington, D.C, 

(6) The committee engaged an attorney by the name of Mr. Webster to be in 
charge of the office which the committee is opening in Washington. We under- 
stand that Mr. Webster has a good political background, and was formerly em- 
ployed by APL. 

(7) A permanent chairman will be appointed in the near future to be in charge 
of all the activities of this committee. 

(8) No decision as yet has been reached in reference to what attorneys will 
represent this committee. The feeling of several of the lines is that the lines 
will use their own attorneys. 

(9) A committee composed of APL, States Marine Line, and Moore-McCor- 
mack has been nominated to appoint a chairman for the committee. 

(10) We understand that the expenses of this committee will be paid entirely 
by the American lines. 

We think this committee is a very good idea, as it is very essential to organ- 
ize and coordinate the steamship industry in a united front, in endeavoring to 
obtain permanent dual-rate legislation. It is evidently the intent of the Ameri- 
can lines to be in charge of all of the necessary political maneuvers, etc., required 
for the enactment of favorable legislation; and at the present time, the foreign 
lines will no doubt be only in the background, and their connection with this 
committee will only be through the various conference chairmen who will report 
the action of this committee to the various conference members. 

We are passing this information to you for your guidance and study. 

Very truly yours, 
Nippon YUSEN KAISHA, 
SAN FRANcIScO BRANCH, 
O, AKABANE, 
General Manager. 


(The document referred to at p. 240 follows :) 


Fepsrvuary 18, 1959. 
Re American Steamship Committee on Conference Studies, 
The PRESIDENT, 
Nippon Yusen Kaisha (Business Division), 20-1, Marunouchi, 2-chome, Chiyo- 
da-ku, Tokyo, Japan. 

Dear Srr(s): A meeting of the above committee was held at the Mayflower 
Hotel in Washington on February 11, 12, and 13. All member lines were present, 
together with the various conference chairmen and counsels, and considerable 








272 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


discussion was held in reference to assigning various jobs to each individual 
member to develop certain information required by the committee for its use, 
We understand that the highlights of this meeting were as follows: 

(1) The Celler committee, on account of a very heavy docket, will probably 
not have any hearings on its investigation until about April of this year. 

(2) The Merchant Marine Committee, headed by Representative Bonner, has 
indicated that they will probably initiate hearings about February 25, 1959, 
however, the makeup of the subecommitee, which will have charge of the hearings 
has not as yet been determined, however, the subgroup will be appointed in the 
near future. 

(3) Each conference chairman was given definite tasks to develop information 
required by the committee. 

(4) The committee has not as yet taken a position in reference to the inclu- 
sion of f.o.b. and f.a.s. sales in the shippers rate agreement. We believe this mat- 
ter is very important, as it is very difficult to police any shippers rate agreement 
unless same includes f.o.b. and f.a.s. sales. The position of the Federal Maritime 
Board, at the present, has been to exclude f.o.b. and f.a.s. sales from any shippers 
rate agreement. 

(5) From present indications, the plan of the Bonner subcommittee is first 
to contact the FMB, second the Department of Justice, thence the Department 
of Agriculture, then Isbrandtsen, and then the American Steamship Committee, 
and following these contacts, regional hearings will be held in the various cities 
in the United States. 

(6) The Bonner committee has requested all conferences to give their com- 
mittee a copy of all material furnished by them to the Celler committee. 

(7) Senator Magnuson has indicated that he will also have an investigation in 
the near future and will not hold off until the completion of the investigations 
by the Bonner and Celler committees. It is, however, hoped by the steamship 
committee that Senator Magnuson will hold off his investigation until later, and 
as it is indicated that Senator Magnuson’s committee will be a friendly com- 
mittee, that same could be used as a rebuttal to the Celler investigation. 

(8) The steamship committee is endeavoring to obtain the labor support of the 
seafaring unions. 

(9) We understand that the U.S. State Department is willing to testify in 
favor of the conference system. 

(10) The date of the next meeting of the American Steamship Committee is 
subject to call. 

For your guidance there is a feeling of several of the steamship companies 
that there is some possibility of new legislation being passed to permit some 
form of rebate system, and that there is as much possibility of obtaining a form 
of rebate system, as there is of obtaining the inclusion of f.o.b. and f.a.s. sales 
in the shipper rate agreement, as this is a very controversial subject. 

As a suggestion along these lines, it has been suggested by Graham Jones & 
Ralph that efforts be made to insert in section 14 of the Shipping Act of 1916 as 
amended, before the final paragraph the following clause: 

“Nothing in this act shall prohibit common carriers in conferences approved 
under section 15 from securing exclusive patronage for the transportation of 
property by such carriers by means of any arrangement not specifically defined 
in, and prohibited by, paragraphs first and second of this section: Provided, That 
if the Board finds that any such arrangement creates unjust discrimination 
between American shippers, exporters, importers, or consignees, it may order 
the arrangement canceled or modified to remove such discrimination.” 

We believe that this deserves considerable merit, as it would be a very simple 
way to obtain the rebate system, and at the same time give the FMB authority 
to cancel the arrangement if it creates unjust discrimination between American 
shippers. 

We thought that the above information could be of value to you. 

Very truly yours, 


NIpPoN YUSEN KAISHA, 
SAN FRANCISCO BRANCH, 
O. AKABANE, 
General Manager. 
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(The document referred to at p. 241 follows :) 


DECEMBER 10, 1959. 
Re dual-rate legislation. 
The PRESIDENT, 
Nippon Yusen Kaisha (Business Division) , 20-1, Marunouchi, 2-chome, Chiyoda- 
ku, Tokyo, Japan. 

Deak SiR(s): As you no doubt know, the Congress of the United States ex- 
tended until June 30, 1960, the permission to use any dual-rate system now in 
force. 

You are also no doubt well familiar with the investigation now being carried 
out by the Bonner and Celler committees. At the present time, the Bonner 
committee will hold no further meetings and has not as yet started writing its 
report on the various meetings held, and the Celler committee will resume hear- 
ings in Washington late January with their report to be issued about April or 
May. Consequently, it is very doubtful if dual legislation can be accomplished 
by the expiration date of June 30, 1960. 

A meeting of the American Committee on Conference Statistics, together with 
the respective attorneys was held in the East about the first part of this week 
and so far no definite program has been arrived at. There are two views as 
to the necessary steps to be taken— 

(1) To make a request to have the expiration date of June 30, 1960, 
extended for another year. 
(2) To attempt to pass some modified dual-rate legislation prior to 
June 30, 1960. 
The majority of the American lines seem to be in favor of attempting to intro- 
duce some form of bill in the near future, providing for a dual-rate system in 
conformity with the present thinking of the FMB. It is the feeling of the 
majority of the foreign lines, together with their counsels, that at the present 
time no new legislation be attempted as at its best, any dual-rate legislation 
would be extremely weak, as indicated by the position that the FMB has taken 
in various cases. The foreign lines are in favor of requesting an extension of 
the deadline until June 30, 1961, and it is their understanding that the Celler 
committee is agreeable to this extension, as well as the Bonner committee. 

We quite agree with the position taken by the foreign lines as we think it is 
unwise, at the present time, to attempt to obtain any favorable from of legis- 
lation approving the dual-rate system unless same is modified to such an ex- 
tent that the conferences can no longer have control over the shippers, and also 
that the conferences will have no control over outside competition. 

If the conference system is to survive in this country, the Shipping Act must 
be rewritten in such a manner as to allow the various conferences to control 
their shippers, as well as to fight outside competition. 

We trust that the above will be of interest to you. 

Very truly yours, 
NIPPON YUSEN KAISHA, 
San Francisco BRANCH, 
O. AKABANE, General Manager. 


(The document referred to at p. 242 follows :) 
May 29, 1959. 
Re Bonner subcommittee hearings, dual-rate legislation. 
The PRESIDENT, 
Nippon Yusen Kaisha, Business Division, 
20-1, Marunouchi, 2-Chone, 
Chiyoda-ku, Tokyo, Japan. 

Dear Srr(s): As you know, the Bonner committee has conducted quite ex- 
tensive hearings in Washington, New York, Raleigh, New Orleans, and the next 
hearing will be held in San Francisco on June 8, 1959. 

Also, as you are aware, the American Steamship Committee on Conference 
Matters, as a body, has been preparing the evidence to be presented by the 
various steamship carriers. This committee is composed of 10 American lines, 
together with various conference chairmen and conference councils, and numer- 
ous metings have been held by this committee to discuss the plan of defense 
for the hearings. 

At the various hearings of the Bonner committee, numerous witnesses spoke 
on behalf of both the steamship companies and the shippers, and both for and 
against dual-rate legislation. It is our opinion that at the present time, the 
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ease, as presented by the steamship companies, has been quite weak, and has 
shown considerable difference in opinion between the witnesses themselves 
who spoke in favor of the dual-rate system, and no witness suggested any 
definite suggestions of remedy. 

The questions asked in cross examination by the various members of the 
Bonner committee displayed a lack of knowledge of conference problems; how- 
ever, they are getting educated as the hearings continue, and also while the 
Bonner committee announced that it was their intention to fully conduct a 
general investigation of all phases of the Shipping Act of 1916, the committee 
so far only has discussed the contract rate system and shows little inclination 
to go into further matters. Also, the Bonner committee intends to have hear. 
ings in Europe and Japan. 

Also, there is developing a very strong difference of opinion between the 
east coast and west coast members of the American Committee for Conference 
Studies, particularly in relation to what position should be taken in reference 
to f.o.b. and f.a.s. sales. A recent meeting was held by this committee in 
Chicago on May 23 in order to endeavor to reconcile this difference of opinion, 
but still the viewpoint of the Pacific coast members of the committee differs from 
that of the east coast. The east coast members feel that at this time that 
attempts should be made to have emergency legislation placed before this 
session of Congress, which ends sometime late July, and Congress will not 
again adjoin until January. This feeling is brought about by the fact that the 
members feel that their case is not going too well, and in view of the various 
statements made by various witnesses, they are fearful that the Celler committee 
will use same for their benefit, and the general feeling is that the committee 
feels that they are willing at this time to accept “half a loaf, rather than the 
whole loaf,” and they are now proposing a compromise bill for possibly present- 
ing to Congress during this session. This bill is very weak, and allows the 
IMB to fully dictate the minimum standards required for dual-rate approval, 
and also eliminates any question of f.o.b. or f.a.s. sales. It is the feeling 
of the majority of Pacific coast members that the Dual Rate Legislation Act with- 
out the inclusion of f.o.b. and f.a.s. sales is useless, and that the full case 
should be presented to the Bonner committee and no emergency legislation re 
quested until the end of the present hearings, and if no decision is made by 
July 1, 1960, then to ask for further extension of time for the continuance of the 
dual-rate system. 

As you recall, the Alexander committee took some 4 years to prepare their 
report, and the last British committee investigating conferences took some 2 
years to finalize their report. 

The Pacific coast members also feel that the committee should not show a 
weakness at this time, as all of the testimony presented up to this date has not 
greatly helped the dual-rate situation, and that if legislation was requested at this 
time, our position would be very weak, and it has already been shown in previous 
cases just what are the minimal standards of the FMB for the approval of the 
dual-rate system. 

At the various Bonner committee hearings, no conference witnesses have 
actually suggested what changes should be required in the present Shipping Act, 
and it has not been determined what is the realistic rate, whether it is the con- 
tract, noncontract, or nonconference rate. However, the voting rights in the 
American steering committee for conference legislation is entirely in the hands 
of the 10 American line members, and it is very difficult, at this time, to definitely 
ascertain what position they will actually take. 

We thought the above would be of interest to you, as you no doubt have 
been reading the full accounts of the hearings which have been covered in the 
bulletins of the Congressional Information Bureau, which have been forwarded 
to you. 

Very truly yours, 


NIPPON YUSEN KAISHA, 
SAN FRANCISCO BRANCH, 
O, AKABAUR, 

General Manager. 


P.S.—We are enclosing herewith circular from the PCEC on the above subject. 
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(The document referred to at p. 255 follows :) 


TALKING PAPER—RE JAPANESE SHIPPING INDUSTRY 


Pertinent information on notes for discussion of possible violation of 
1916 Shipping Act by Japanese lines is as follows : 

1. (a) The names of the eight companies comprising the original group: Daido 
Kaiun Kaisha, Ltd., Kawasaki Kisen Kaisha, Ltd., Mitsui Steamship Co., Ltd., 
Nippon Yusen Kaisha, Ltd., Osaka Shosen Kaisha, Shinnihon Steamship Co., 
Ltd., Yamashita Steamship Co., Ltd., Kokusai Kaiun Kaisha, Ltd. (Kokusai 
Lines). 

(b) The names of the companies who later joined or withdrew from the group 
so as to bring the total to 11: 

In 1956, the said Kokusai Kaiun Kaisha was dissolved and the two companies 
of lino Kaiun Kaisha, Ltd., and Mitsubishi Shipping Co., Ltd., joined the group. 

In 1958, Nitto Shosen Co., Ltd., joined to TPFC. 

In 1958, Nissan Kisen Kaisha, Ltd., joined to TPFC. 

2. From 1954 to April 1958, the same minimum rates were observed. 

8. As the conference rates to the United States were open, the conduct of 
foreign trade was imposed a serious handicap. Rate instability confronted 
exporters and importers with the hazardous condition of everchanging ocean 
rates. All Japanese shippers desired stable rate levels than low rate levels. It 
scarcely needs to be added that unremuneratively low or unstable rate levels are 
extremely harmful to the carriers as well as to the shippers. 

Under these circumstances the government called in from time to time the 
experts on tariff from among Japanese shipowners and shippers to fix, at the 
direction of the Government, certain tariff rates to be universally observed by 
all Japanese shipowners to secure order in Japanese marine transportation as 
well as to stabilize confusion on trade routes thereby to give favorable effect upon 
foreign shipowners and shippers in general. Such action by the government 
emanated also from the general provisions of the law for compensation for dif- 
ference of interest on loan for construction of ocean-going vessels enacted in 
1953 in that cutthroat competition among the recipients of the benefits of this 
law beyond the break-even level would only result in wasting taxpayers’ money, 
putting the Ministry of Transportation, the sponsor of the law, into an embar- 
rassing position. 

The tariff thus established is what is called Kyodo tariff (joint tariff) 
referred to in the White Paper. It is not the joint action taken by each company 
and therefore is not regarded as an agreement as provided for in the Japanese 
marine transportation law. 

4. Under the present circumstances the Japanese Government deems it diffi- 
cult to furnish with such documents. 

5. In order to avoid the confusion of liner services to and from Japan and for 
sound development of shipping industry, Japanese Government, in compliance 
with the purport of the provision for exclusion of unfair competition in the law 
for compensation for difference of interest on loan for construction of ocean-going 
vessels established in 1953, served notice in 1954 to the 54 lines who were gov- 
erned by this law that they should obtain government’s approval before they 
inaugurate new service or increase sailings. 

In order to make this purport fully understood. the government in 1956 in- 
structed to the leading ship-operators (totaled eight at that time) that, so far 
as the creation of service or increase of sailings, etc. is concerned, they should 
first report to that effect to the government upon consultation with the ship- 
operators operating the service concerned and then file it with the government 
for its approval in accordance with the provision in the Japanese marine trans- 
portation law. Such action in this case was not a collective but an individual 
consultation between the shipowner intending to start a new service and the 
shipowner operating the service concerned. 

In order to make them confirm this government’s instruction, the government 
asked each company to submit a written confirmation which is called an “agree- 
ment of July 1956” in the White Paper. The reason why the term “agreement” 
was used in the White Paper was in response to the public opinion asking for 
the voluntary efforts by shipping lines for rationalization of the business, and 
it was necessary for our Government to persuade the Japanese public to under- 
Stand that such efforts were being made voluntarily by Japanese shipowners. 
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Such being the case, although the term “agreement” was used in the White 
Paper, it was substantially a confirmation by them of the Government’s instruc- 
tion. Moreover, no company concluded any agreement 'to confirm this instruc- 
tion, and neither liaison nor any combination of the will was made among ship 
owners. In fact, such relation was a vertical relation between the Government 
and each line and not a horizontal relation between shipowners. 

Under these circumstances, the Japanese Government did not regard it as 
an agreement which required the reporting as provided for in the marine trans- 
portation law. 

6. As has been stated above, such consultation (a) was not made collectively, 
(b) but was made individually. 

7. As shown above, the government instructed each company to take measures 
to stabilize the rate for realization of peace on the Japan/New York route. At 
the same time the government also instructed that it was necessary for them 
to maintain friendly relation with U.S.-flag ships and others for stabilization 
of the routes, and to set up the ceiling for that purpose. This ceiling was set 
at 2,800 tons equally for each company when it was first put into effect in 
January 1954. Afterwards, it was revised from time to time at the govern- 
ment’s direction in consideration of the objective circumstances at each time. 
Thus, the instructed ceiling was the same for all lines. 

8. The government’s instruction concerning the ceiling was, for instance, 2,800 
tons per ship. 
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THURSDAY, MARCH 9, 1961 


House oF REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 346, 
Old House Office Building, Washington, D.C., Hon. Emanuel Celler 
(chairman) presiding. 

Present : Representatives Celler, Rogers, Donohue, Toll, McCulloch, 
and Meader. 

Also present : Representatives Bonner and Ray. 

Staff members present: Herbert N. Maletz, chief counsel; Julian 
H. Singman, associate chief counsel; Leonard Appel, assistant coun- 
sel; and Richard C. Peet, associate counsel. 

The CuHatrMan. The committee will come to order. 

There has been a little change in the schedule. Mr. Kannauchi, Mr. 
Flood, and your associates, if it is agreeable with you, we would 
like to interrupt these proceedings to hear two other witnesses this 
morning, and I wonder whether or not we could postpone the con- 
tinuation of your testimony until some time tomorrow afternoon. 

Will that be agreeable ? 

Mr. Yamaoka. Mr. Chairman, that will be agreeable to us. 

The CuHarrman. Thank you. 

Mr. Yamaoka. About what time will that be? 

The Cuarrman. About 2:30 tomorrow afternoon. 

Mr. Yamaoka. Thank you very much. 

The CHatmrman. Our next witness will be Mr. T. C. Hopkins, ex- 
ecutive vice president, U.S. Navigation Co., general agent for Ham- 
burg-American Line and North German ldoge. 

Mr. Hopkins, will you step up to the table ? 

Will you raise your right bend please ? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Hopkins. Ido. 


TESTIMONY OF T. C. HOPKINS, EXECUTIVE VICE PRESIDENT, U.S. 
NAVIGATION CO., GENERAL AGENT FOR HAMBURG-AMERICAN 
LINE AND NORTH GERMAN LLOYD; ACCOMPANIED BY WHITMAN 
KNAPP AND JOHN HANNA, JR. 


The Cuarrman. We will proceed. Will you identify yourself and 
the people with you? 
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Mr. Knapp. My name is Whitman Knapp, and Mr. John Hanna, 
counsel. 

Mr. Maerz. Mr. Chairman ? 

The CHarrman. Mr. Maletz. 

Mr. Maerz. Mr. Hopkins, will you please state for the record 
your name, business affiliation, and business address ? 

Mr. Horxins. Theron C. Hopkins, executive vice president, U.S. 
Navigation Co., Inc., 17 Battery Place, New York City. 

Mr. Marerz. And what is the nature of the business of the U.S, 
Navigation Co. ? 

Mr. Hopxrins. Primarily, sir, it is as agents for a number of foreign 
steamship companies. 

Mr. Maerz. Does the U.S. Navigation at the present time operate 
any vessels of its own ? 

Mr. Horkrns. No, sir. 

Mr. Materz. U.S. Navigation is a member, is it not, of the Trans- 
Atlantic Associated Freight Conference, Trans-Atlantic Freight 
Conference, and the North Atlantic Continental Freight Conference?! 

Mr. Hopkins. The U.S. Navigation Co., Mr. Maletz, is a member 
of the North Atlantic/Continental Freight Conference. That con- 
ference is a member of the Trans-Atlantic Associated Group. 

The Cuarrman. Is the U.S. Navigation Co. a domestic corporation ! 

Mr. Hopxrns. Yes, sir. 

The Cuarrman. Where were you incorporated ¢ 

Mr. Horxrns. New York. 

Mr. Materz. How long has U.S. Navigation been in business ¢ 

Mr. Hopkins. Since 1919. 

Mr. Materz. Is U.S. Navigation the general agent in the United 
States of the Hamburg-American Line and North German Lloyd? 

Mr. Hopkins. Yes, sir. 

The CHarrmMan. Are they agent for any other companies / 

Mr. Horxrns. Yes, sir. 

The Cuatrrman. What other companies ? 

Mr. Hopkins. The Scindia Steam Navigation Co., of Bombay; Tino 
Kauin Kaisha, of Toyko. 

Mr. Maerz. Would you repeat that ? 

Mr. Horxrns. Iino Kaiun Kaisha, of Tokyo. They are the largest 
shipowners of Japan. 

Mr. Materz. What are U.S. Navigation Co.’s functions as general 
agent in the United States for Hamburg-American Line and North 
German Lloyd? 

Mr. Hopkins. To act for our principals in matters in the United 
States and North America, and to follow the instructions of our prin- 
cipals as far as we can. 

Mr. Maerz. And do you, that is, does U.S. Navigation represent 
these two German carriers in conference matters ? 

Mr. Hopkins. When the conferences are in the United States, yes, 
sir. F 

Mr. Materz. For how long has U.S. Navigation been the agent for 
these two German carriers ? 

Mr. Horpxrins. For about 10 years. 

Mr. Materz. Now, turning first to Hamburg-American Line, is that 
concern a German corporation ? 











MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 279 


Mr. Hopkins. Yes, sir. 

Mr. Materz. Is it privately controlled ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Where are its headquarters ? 

Mr. Hopkins. Hamburg, Germany. 

Mr. Maerz. And who is the president or managing director ? 

Mr. Horxins. Mr. Werner Traber. 

Mr. Maerz. Approximately how many freight vessels does Ham- 
burg-American Line operate ? 

Mr. Hopkins. About 50. 

Mr. Maerz. How many passenger vessels / 

Mr. Hopkins. None at the present time, sir. 

Mr. Materz. What trade routes are in general serviced by freight 
vessels of the Hamburg-American Line? 

Mr. Horxins. From Europe almost all over the world and the trans- 
atlantic trade to the United States and Canada 

Mr. Maerz. Will you repeat that ? 

Mr. Hopkins. From Germany all over the world, the transatlantic 
route from United States and Canada is only one of their routes. The 
Hamburg-American Line in association with North German Lloyd 
serves the North Atlantic, the Great Lakes, and the gulf and Pacific 
coast of the United States, and also many other parts of the world. 

Mr. Maerz. What range of ports is serviced by Hamburg- 
American ¢ 

Mr. Hopkins. Actually they serve the U.S. Great Lakes ports, U.S. 
north Atlantic ports, U.S. gulf ports, U.S. Pacific ports. 

Mr. Maerz. As I alae it, Hamburg-American is a mem- 


ber of approximately 23 conferences operating in the foreign com- 


merce of the United States; is that correct ? 

Mr. Hopkins. I do not know the number offhand, sir, but I wouldn’t 
question it. 

Mr. Materz. Let me ask you about North German Lloyd. Is that 
concern likewise a privately controlled one? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Who is the president or managing director? 

Mr. Hopkins. Mr. Richard Bertram. 

Mr. Maerz. Where are his headquarters ? 

Mr. Hopkins. Bremen, Germany. 

Mr. Materz. And approximately how many freight vessels does 
North German Lloyd operate? 

Mr. Hopkins. About 45. 

Mr. Maerz. Does it operate any passenger vessels? 

Mr. Hopkins. Two. 

Mr. Maerz. What are the names of those passenger vessels? 

Mr. Hopkins. The Bremenand Berlin. 

Mr. Mauerz, They operate in the transatlantic trade? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Would you tell the committee what trade routes 
are in general serviced by freight vessels of North German Lloyd? 

Mr. Horxrns. Much the same as Hamburg-American Line, they also 
serve the U.S. Great Lakes ports, the U.S. North Atlantic ports, gulf 
ports, and Pacific coast ports. 
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Mr. Materz. As I understand it, North German Lloyd is a mem- 
ber of approximately 21 conferences operated in the foreign com- 
merce of the United States. Is that approximately correct ? 

Mr. Hopkins. I would not question it, sir. 

Mr. Maerz, Would you say that Hamburg-American and North 
German Lloyd genorally parallel each other’s trade routes, operate 
in the same trade routes ‘ 

Mr. Horxtns. Generally speaking, yes; not in all cases, but 
generally. 

Mr. Maerz. In the United States to European trade, would you 
say that is correct, that Hamburg-American or North German Lloyd 
operate in the same range of ports? 

Mr. Hopxrns. Yes, sir. 

Mr. Maerz. Does Hamburg-American Line operate with North 
German Lloyd a joint service between Europe and U.S. ports! 

Mr. Hopkins. They do. 

Mr. Materz. In general, Mr. Hopkins, what is the nature of this 
joint service ¢ 

Mr. Hopkins. When you say “the nature,” Mr. Maletz, I am not 
quite sure—— 

Mr. Maerz. Could you tell us what type of joint service arrange- 
ment is in effect between Hamburg-American and North German 
Lloyd ? 

Mr. Horxrns. They schedule their vessels jointly, and usually alter- 
nate weekly sailings, for example in the North Atlantic one week will 
be a Hamburg-American Line vessel, the following week a North Ger- 
man Lloyd vessel. That is the usual pattern. 

Mr. Matetz. In other words, they operate in unison, is that correct, 
insofar as the U.S.-European trade is concerned ? 

Mr. Horxrns. I think you would call it that ; yes, sir. 

Mr. Maerz. Has this joint service agreement been filed with and 
approved by the Federal Maritime Board ? 

Mr. Hopkins. I believe it has. 

Mr. Maerz. Is this joint service commonly referred to as Hapag/ 
Lloyd? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. You have been in the shipping business for quite some 
years, I take it ? 

Mr. Hopkins. Almost 40, sir. 

Mr. Materz. I take it you are familiar with section 15 of the Ship- 
ping Act. 

Mr. Hopkins. Yes, sir. 

Mr. Materz. I take it that you are familiar with the fact that 
under this section of the act agreements between competing carriers 
operating in the foreign commerce of the United States restricting or 
destroying competition must be filed with and approved by the Board 
under penalty of a civil sanction of $1,000 a day for each violation. 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Is it correct, Mr. Hopkins, that in the post-World War 
II period and up to May 1955, Hamburg-American and North Ger- 
man Lloyd, together with the U.S. Navigation Co. were not members 
of the North Atlantic/Continental Freight Conference ? 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 281 


Mr. Hopkins. Yes, sir. 

Mr. Materz. In other words, these companies, these three com- 
panies operated in the eastbound trade to Europe in the North Atlantic 
as noncon ference carriers; is that right ? 

Mr. Hopxrns. I believe so, Sir. I was not with the U.S. Navigation 
Co. until 1956, so I can’t speak from personal knowledge, but that is 
my recollection of the facts. 

Mr. Maerz. Was your attention at any time, Mr. Hopkins, directed 
to a meeting in April 1955 at Nice, France, between the carriers which 
were members of the North Atlantic/Continental Conference and rep- 
resentatives of Hamburg-American and North German Lloyd, where- 
by it was agreed that these German lines as well as U.S. Navigation 
would become members of the North Atlantic Freight Conference? 

Mr. Hopkins. I have some recollection of reading something’ of 
that meeting, but I don’t know the facts. I was not present, sir. 

Mr. Maerz. You were not present, but your attention was called 
tothe fact that there was such a meeting ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Were these three carriers, Hapag/Lloyd and U.S. 
Navigation, admitted to membership in the North Atlantic/Conti- 
nental Freight Conference effective May 18, 1955? 

Mr. Hopkins. It was 1955, I don’t question the date, sir. 

Mr. Maerz. Have you reviewed the documents which were made 
available to this subcommittee ? 

Mr. Hopxrns. Yes, sir. 

Mr. Maerz. Do the documents so indicate ? 

Mr. Hopkins. Without looking it up, I wouldn’t remember offhand, 
Mr. Maletz. 

Mr. Maerz. Does that seem approximately correct ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Let me ask you this: Is it or is it not a fact that the 
admission to membership in the North Atlantic/Continental Confer- 
ence of Hamburg-American Line, North German Lloyd and U.S. 
Navigation, was accompanied by a secret gentlemen’s agreement 
reached at Nice between these carriers and the member lines of the 
North Atlantic/Continental Freight Conference ? 

Mr. Hopkins. I have no knowledge of that, sir. 

Mr. Maerz. Has your attention ever been directed to such a secret 
gentlemen’s agreement, sir / 

Mr. Hopkins. I don’t recall it ; no. 

Mr. Materz. Have you reviewed these documents ? 

Mr. Hopkins. Yes. 

Mr. Maerz. Do the documents indicate the existence of such a 
secret gentlemen’s agreement ? 

Mr. Hopkins. I don’t remember that, sir. 

Mr. Maerz. When did'you review these documents ? 

Mr. Hopkins. After they were taken from our files I reviewed them 
within the next 2 or 3 weeks. 

Mr. Maerz. Let me ask you this: Was it brought to your attention 
through documents or through any other means that a secret gentle- 
men’s agreement was reached at Nice, France, on April 25, 1955, be- 
tween Hamburg-.American, North German Lloyd, U.S. Navigation, 
and the member lines of the North Atlantic Freighth Conference un- 
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der which the German lines undertook to use their best influence to 
prevent U.S. Navigation from carrying on vessels chartered to the 
Military Sea Transport Service, MSTS, any more commercial cargo 
than necessary to qualify itself as a common carrier? 

Mr. Hopxrns. I recall something in the correspondence which was 
taken, Mr. Maletz, 1 do not recall that particular instance. 

Mr. Materz, I beg your pardon ? 

Mr. Horxrns. I do not recall that particular instance, I remember 
some reference to it in the correspondence. 

Mr. Maerz. You do remember some reference to it in the corre- 
spondence ¢ 

Mr. Hopkins. Yes, sir. 

Mr. Mauerz. U.S. Navigation was involved in this, according to 
the correspondence, was it not ? 

Mr. Hopkins. That may be, sir. 

Mr. Maerz. Wouldn’t you know ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. Why wouldn’t you know? 

Mr. Hopkins. Because I haven't the correspondence in front of me, 
and I was not in the employ of U.S. Navigation at that particular 
time. 

Mr. Maerz. When did you come with U.S. Navigation ! 

Mr. Hopkins. August 1, 1956. 

Mr. Maerz. And you have been with U.S. Navigation continually ? 

Mr. Hork ins. Since 1956. 

Mr. Maerz. All right. 

I direct your attention, Mr. Hopkins, toa letter dated April 26, 1955, 
from Richard Bertram of Norddeutscher Lloyd to Mr. Edward Oels- 
ner, U.S. Navigation Co. 

Do you have that ? 

Mr. Horxtns. Yes, sir; I do. 

Mr. Maerz. Who is Mr. Richard Bertram, again? 

Mr. Hopkins. Managing director of North German Lloyd. 

Mr. Materz. Who is Mr. Edward Oelsner?/ 

Mr. Horxins. President of U.S. Navigation Co. 

Mr. Materz. Had you seen this letter before ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. When was the first time you saw this letter ? 

Mr. Hopkins. When the copy was removed from our files by your 
staff, sir. 

Mr. Materz. Have you studied this letter? 

Mr. Horkxrns. Not particularly. I did read it. 

Mr. Maerz. Have you any reason to believe that the contents were 
not accurate ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. Would you examine page 2 of that letter ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Page 2 reads as follows, does it not, subdivision 5: 


It was agreed that the Usnav will apply for conference membership simulta- 
neously with the German lines. The German lines agreed to use their best 
influence that Usnav activities for carrying commercial cargo on the MSTS 
vessels will be restricted to its present status; e.g., that Usnav shall carry on 
MSTS cargo ships not more commercial cargo than necessary to qualify them- 
selves as common carriers. We felt— 
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and this “we” refers to North German Lloyd; is that right? 

Mr. Hopkins. I would assume so; yes, sir. 

Mr. Maerz (reading) : 

We felt that complying with the conference lines’ wishes in this respect 
did not mean much, because if we should be interested in carrying more commer- 
cial cargo on MSTS ships, we always can state that we did not succeed with our 
best influence on the Usnav. 

Does U.S. Navigation charter vessels to MSTS? 

Mr. Hopxins. Yes. 

Mr. Maerz. And it carries commercial cargo on these charter 
vessels / 

Mr. Hopkins. It did. 

Mr. Marerz. Until when? 

Mr. Horxtins. I cannot tell you the date. 

Mr. Maerz. Approximately when ? 

Mr. Hopkins. 1955 or 1956. 

Mr. Materz. Was it the arrangement, that U.S. Navigation would 
go out and charter a vessel for MSTS, is that correct ‘ 

Mr. Horxtns. Charter a vessel which would take MSTS cargo, and 
if MSTS permitted and did not require the entire ship for its cargo, 
would fill it with commercial cargo. 

Mr. Maerz. U.S. Navigation would then operate as a common 
carrier for the commercial cargo? 

Mr. Hopkins. That is correct. 

Mr. Maerz. And according to this arrangement, to which Mr. 
Bertram made reference, the German lines undertook to see to it 
that their agent, U.S. Navigation, would not book more commercial 
cargo than necessary to qualify itself as a commercial carrier, is that 
correct ? 

Mr. Knarr. Mr. Chairman, may I respectfully suggest that this 
witness is no more qualified than Mr. Maletz or I or yourself to inter- 
pret this document. 

The Cuarrman. This gentleman who is testifying is the operating 
os of the U.S. office of this line, and I think he is qualified to answer 
that. 

We do not operate as a court. We are a judiciary committee, and 
rulings may be made from time to time not unlike the rulings in a 
courtroom. But we do not have to operate under the restraints that 
obtain in a legal proceeding in a court. We have wider discretion in 
that regard. 

Mr. Knapp. I was not suggesting a legal objection, I was just sug- 
gesting a factual one, that this language speaks for itself, and I think 
I can guess what it means as well as Mr. Hopkins. 

Mr. Matetz. Mr. Hopkins was the operating head of U.S. Naviga- 
tion in 1956, and he should know what undertakings U.S. Navigation 
Was a party to. 

Let me proceed, before Mr. Hopkins is asked to answer this ques- 
tion, Mr. Chairman, by directing the witness’ attention to a letter 
dated May 3, 1955, from Mr. Bertram to Mr. Oelsner. 

Do you have that, sir? 

Mr. Hopkins. Yes. 
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Mr. Materz. I would direct your attention to the last paragraph 
of the first page of this letter to Mr. Oelsner, and I quote: 

It was not the idea of the lines to file the agreement which was arrive 
at regarding paragraph 5. Already at our discussions we made it quite clear 
that anybody could force you to enter any obligation when filing your applica- 
tion for membership. We agreed, however, that in the spirit of cooperation 
it would only be natural that the Usnaviga— 
that is U.S. Navigation, is it not ? 

Mr. Hopkins. Yes, sir. 

Mr. Mauerz (continues reading) : 
should not charter for more commercial cargo for the MSTS vessels as they 
have been doing so far. You will not be expected to give anything in writing in 
this respect and we look upon this commitment as a kind of a gentlemen 
agreement. 

Did I read that correctly ¢ 

Mr. Hopxtns. The copy that I have, Mr. Maletz, the word “any- 
body” was corrected in ink to read “nobody could force you,” in the 
third line of the bottom paragraph. 

Mr. Maerz. My copy does not have that change. 

Mr. Horxrns. And in the fourth line from the bottom the word 
which was written as “carter” the “r” is crossed out, it is “cater”—I 
think it was corrected to read “cater.” 

Mr. Maerz. With these two modifications, did I read it correctly ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. And is it perfectly clear that Mr. Bertram is referring 
to a secret “gentlemen’s agreement” pertaining to the amount of com- 
mercial cargo that U.S. Navigation could book aboard MSTS char- 
tered vessels? 

Mr. Hopkins. That is what is said in this letter, Mr. Maletz. 

Mr. Materz. And you know nothing about it ? 

Mr. Horxins. No, sir; I do not. 

And I do not see how, as Mr. Bertram says himself, that anyone 
other than U.S. Navigation Co. can commit U.S. Navigation Co. to 
anything. 

Mr. Materz. I direct your attention to a teletype, 350 USNAVCO, 

NORDLLOYD BRM8B, 3.5.55, 16.40 hours, for Edw. Oelsner, signed 
“Bertram.” 

Do you have that? 

Mr. Knapp. What date? 

Mr. Maerz. It doesn’t have any specific date listed. 

In the interest of expedition, w cai you just glance at this? 

Mr. Knapp. We have our copy now. 

Mr. Horxtins. Thank you very much. 

Mr. Materz. I would read one sentence of this teletype from Mr. 
Bertram to Mr. Oelsner, paragraph 3: “Paragraph 5”—and here we 
are now referring, are we not, Mr. Hopkins, to the admission of the 
German carriers and U.S. Navigation in the North Atlantic Freight 
Conference ? 

Mr. Hopkins. I could assume so, I don’t know, Mr. Maletz. 

Mr. Maerz. Read the preceding paragraph so that. there will be 
no question about what we are referring to. 

Mr. Hopkins. It appears to be referring to the letter of April 26. 
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Mr. Materz. And that referred to the admission of the German 
carriers and Usnav to membership in the North Atlantic/Continental 
Freight Conference; is that right ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Paragraph 3 of the teletype reads as follows: 

Paragraph 5 will not be filed. Our commitment in this respect represents 
gentleman’s agreement. 

The teletype was sent by Bertram. 

Isn’t it clear, Mr. Honkina: from these documents that the purpose 
of this secret gentlemen’s agreement was to limit the amount of 
cargo, commercial cargo U.S. Navigation could carry on MSTS 
chartered vessels? 

Mr. Hopkins. That would appear to be at least one purpose from 
the correspondence. 

Mr. Materz. Isn’t it perfectly clear also from the documents that 
the members of this conference wanted to curtail the amount of 
cargo U.S. Navigation could carry in the eastbound North Atlantic 
trade aboard MSTS chartered vessels ? 

Mr. Hopkins. That is a conclusion that I don’t think is necessarily 
SO———_ 

Mr. Maerz. Why would the members of the North Atlantic Con- 
ference want to have U.S. Navigation curtailed in respect to the 
amount of commercial cargo it could carry on MSTS chartered vessels 
if this were not the purpose? What other purpose could there pos- 
sibly be? 

Mr. Horxtins. I wouldn’t know. 

The CuarrMan. The Chair is constrained to have counsel refer this 
matter to the Federal Maritime Board, and to the Department of Jus- 
tice for whatever action they deem proper. 

I think this is a rather serious matter, because it is an attempt on 
the part of certain carriers to restrict the amount of cargo that U.S. 
Navigation could carry on vessels chartered under MSTS. And I ask 
that the departments involved to go into this matter expeditiously. 

Mr. Materz. Mr. Hopkins, is it not correct that the Cernilii carriers, 
HAPAG/LLOYD, together with U.S. Navigation, joined the North 
Atlantic/Continental Conference because of threats by Holland 
America Line, a conference member, to withdraw from the conference 
and start a rate war against the German carriers? 

Mr. Horxtns. I do not know that, sir. 

Mr. Materz. Do the documents so indicate ? 

Mr. Horxrns. I do not know which document you are referring to. 

Mr. Maerz. The documents you were good enough to make avail- 
able to our staff. 

Mr. Hopkins. Are you referring to one particular document, sir? 

Mr. Materz. I am referring to a great number of documents. As 
an example, I direct your attention to a memorandum dated October 
28, 1953, an internal memorandum of U.S. Navigation. 

I also direct your attention to— 

Mr. Knapp. October 28, 1953 ? 

Mr. Materz. October 28, 1953. 

I also direct your attention to a document dated November 12, 1954, 
and one dated June 18, 1954. 
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Mr. Knapp. The November 12 one is from van den Toorn to 
Bertram ¢ 

Mr. Maerz. I beg your pardon / 

Let me read, Mr. Chairman, if I may, one paragraph from the letter 
dated October 28, 1953. 

Do you have it, Mr. Hopkins? 

Mr. Hopkins. Yes; I do. 

Mr. Maerz. Who is ECO? 

Mr. Hopkins. Mr. Edward Oelsner, Sr. 

Mr. Materz. Was he president of the U.S. Navigation at that time? 

Mr. Hopkins. He was at that time chairman of the board of 
directors. 

Mr. Matetz. Whois ELV? 

Mr. Horxtns. Mr. E. L. Versfelt, who was the president at that 
time. 

Mr. Maerz. And Mr. O. P.? 

Mr. Horxrns. Mr. O. V. Portocarrero, our freight traffic vice presi- 
dent. 

Mr. Chairman, this paragraph, if I may, reads in part as follows: 


Vogler and Bertram have the firm intention of having their companies join 
the Eastbound Conference at the end of this year. This is part of an informal 
agreement they have already made with the Holland-America Line in con- 
nection with the newly formed Westbound Conference. Apparently Vanden- 
toorn has convinced them that the Holland-America Line will break away 
from the Eastbound and Westbound North Atlantic Conferences, as well as the 
Gulf Conference, in both directions, if the German lines do not join both the 
Eastbound and Westbound North Atlantic Conferences. Bertram says he is 
convinced that Vandentoorn is not bluffing because the Dutch line have been 
taking a licking from the German lines in all directions to and from Europe 
during the last year, and that he cannot understand why they did not start 
fighting the German lines a year ago when they had their best opportunity. 
Apparently, the Holland-America Line has a reserve fund of some 80 million 
guilders and is well able to stand a fight, whereas the German lines are anxious 
to avoid a fight. 

My own expressed opinion on the subject is that it will be impossible to avoid 
a fight eastbound, and it is just a question of choosing the basis on which we 
prefer fighting. 


~‘ 
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Now, I direct your attention to a communication dated November 
12, 1954, captioned “Private and Confidential.” 

Do you have that, sir 

Mr. Hopkins. Yes, sir. 

Mr. Mauerz. The last paragraph of the first page reads as follows, 
does in not—this is from Holland Amerika Lyn: 


Frankly, I have serious misgivings to allow the present situation to con- 
tinue for another 6 months in 1955, when I observe the daily effects of the 
competition, which you and the Hamburg-American Line create in the east- 
bound traffic to the various European destinations. You no doubt appreciate the 
very considerable sacrifice, which the Holland-America Line has made in this 
respect during the last 2 years and the restraint it has shown by not taking 
effective action against the overwhelming outsider competition. It wou'd ap- 
pear hardly reasonable to expect that my cofmpany should continue to show 
the same tolerance for a further lengthy period, when no guarantee whi tever 
exists that after the lapse of a further 6 months, its unenviable positiou will 
be terminated or at least ameliorated, either by your and Hapag’s reentry into 
the Eastbound Conference, irrespective of the existence of a pooling agreement, 
or by a rationalization of your, Hapag’s, BDL’s and our sailing schedules, as 
discussed in Amsterdam. 


Is it not a fact, Mr. Hopkins, that the documents that you supplied 
to this committee indicate that your principal, Hapag/Lloyd, pre- 
ferred to be nonconference members in the Eastbound North Atlantic 
trade to Europe, and conference members in the westbound trade? 

Mr. Hopkins. That is an inference which could be drawn, Mr. 
Maletz. I am not sure that is their correct position, I do not know. 

Mr. Materz. But that is what the documents indicate? 

Mr. Hopkins. It could be drawn from the documents, yes, sir. 

The Cuarrman. All pertinent documents referred to will be placed 
in the record. 

(The documents referred to are as follows:) 
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' 235/, 
RICHARD BERTRAM / 
Norddeutecher Lieyd Bremen ’ April 26 , 1955 . 


dnact Ree. he. [>Yaa 


Kr. Edward Oelsner,Jr. 

United States Navigation Co.,Inc. 
Whitehall Building 

New York 4,N.Y. 


Dear Ed, 


Werner and I returned yesterday from Nizza where we had 
our North Atlantic Conference-Meeting and our discussions with 
Van den Toorn and Dockendorff, and I hasten to give you the 
details of these digoussions. whethe) ou aed nots. 
re are now abaws s0 become menbe re “the eastbound Fes ge gaoe 

ere was s ; 


Tcosresntiaih 
ul 


e . afning th 

position as aatiic Surasier and partly Conference-Line for so long. 
You will imagine that a agreement was rhe possible after a lot 
of compromises for both parts, but we feel that, in principle, 
we have won our point. The basis will be the following: 


le The Emergency Rate-Committee, which had been already 
formed in the Conference, will be reorganized as follows: 


Benelux ports Groups. 

Selgian Line 

Black Diamond Line 

Hamburg-American Line } as two members but 
‘orth German Lloyd with one vote only 
Holland American Line 

United “tates Lines 


Total: 5 votes, 3/4 majority, 4 votes will carry. 


We agreed that Hapag and Lloyd would have in this Committee 
only 1 vote. You can imagine that a Line like Holland-America Line, 
who offers 13 sailings to these ports,was definitely not prepared 
to allow the German Lines, whdek offer a total of 4 sailings, 

2 votes in the Committee against 1 vote. Besides we feel that 
this voting does not amount to too much. If the representative 
of the German Lines can underline his proposals by good reasons_ 
and is a strong personality, he will get his point anywhen¢. 


In the German Porte Group will be represented: 


Black Diamond Line 
Hamburg=-American Line 
Holland-American Line 
North German Lloyd 
United States Lines 


Total: 5 votes, 3/4 majority, 4 votes will carry. 


In this Conference Hapag and Lloyd will have two votes, 
since we felt it important to be in a position to block without 
any further assistance all suggestions made. You will see that 
in this Vommittee the Lines, which do not offer regular or only 


» > Lr 4 YP 
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po poor sailings as Cosmopolitan Line, CGT, Usnav and adel, Aflrcdne 
will not be represented in this Committee. 


2. With regard to the brokerage it has been decided that 
forwarders and brokers shall receive the following brokerage 


for freight booked and shipped by them with Conference vessels 
for a 12 months' period excluding grain and coa . 


freight revenue 
" 


fs obs 


ant Se. 


to $ 
to $ 
and more 


It is understood that, if such system should be found to be 
illegal, the Conference will immediately adopt any other system 
which will secure to the important forwarders a brokerage of 5%. 


The revenue scale and all details have to be worked out by 
a_ Committee of the Conference and you. It was understood that 
the scale shall be made in @ Way that the main forwarders shall 
get their 5%, but thet the percentage scale shall be low enough 
to induce all brokers to get into these brackets, and the Con— 
ference will approach you to cooperate in finding out the best 
possible system. 


3. The present Emergency-Declaration is made only for ea 
pe cto not axe howe 6 months’ period. It was agreed that the Smergency Rate-Vommittee 
-- 4" and increased brokerage should terminate 12 months from the date 
qe -, it becomes effective unless extended for further periods by a 
aahsg Panne 3/4 majority vote of the sort Committee. It was,however, agreed 
|r. that these emergency actions cannot be stopped as long as a 
vine ede  SCTious outsider-competition exists. 
labs squtem, Melle 4. It was agreed that the voting on rate-matters in the 
xe at. basic agreement Nr. 4490 shall be changed to a 3/4 majority as 
% goon as advisable. Some of the Lines seemed to be afraid to 
tackle the basic agreement in order not to loose the possibility 
eet of returning to the dual rate-system, which is incorporated in 
* this agreement. PDL, HAL and we,however, feel that we should not 
stick too much to the advice of the lawyers in this respect and 
just go ahead. In any case,however, it does not affect the present 
position what way we act, since under the Emergency-Lbaclaration 
which exists now a 3/4 mplee SSE will carry. 
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6. A log Wecussion started ogain about the retionalization 
of the services. The German Lines definitely refused to give up : 
any sailing to the festern Ports, and after very lengthy dis— 
cussions it was stated that all the Lines agree to seriously con- 
sider this rationalization of services, which does not mean any- < 
thing at all. . 
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Tw ‘*he German Lines agreed not to quote rates beyond the 

normal quoting time in the interim period, e.g. 2 mo d 

beyond the current month. If we have become members of the Conference, 

“the German Lines have to table their existing commitments in order 

to enable the other Conference Lines to participate in these ship- 

ments. 


8. with regard to the differentials the Western Lines agreed 
after lengthy discussions to abolish the differentials for fresh 
fruite, steeland tin-plates, the latter with the exemption of 
consignements to Switzerland. #ith regard to hides, packing house~ 
products and non-ferrous metals including scraps the discussion 
still goes on, but I am pretty sure some kind of a compromise 
will be found for these articles too. 


9. The German Lines agreed to immediately file an application 
for Conference-membership in the eastbound Conference, if the above 
mentioned stipulations had been agreed upon by all the Conférenc 

: Lines and that the membership is to be effective as of the date 
»f™ , of accepting of their application by the Conference. That means 
d hon wnat not the approval of the Federal iaritime Board counts but 


» ‘ve the approval to be considered as a formality only. 


7 at Am The procedure will be the following: “ 

gh BOF Of kr.von Biel of United States Lines and Kr.van Houten of 4olland- 

ear yj “I... America tine expect to fly over to Newyork on the 3rd of May. They 

a’? |, are going to try to sell the points agreed upon to the other 

7* 4." Conference-Lines and hope to be eble to reach an agreement within 

oho” ain a weex. They expect to be in a position to advise you about “ay 10 

nae to 12th that_everything ss o.k., and we agreed that thao on the next 
,f aay. you w file your.fo application. of Lloyd, Hapag and Usnav, 
ie at which will be immediately considered by the Conference-Lines. If 

~~ 2%; they agree, what is to be expected after these preliminaries, you 

set germay already become member of the Conference as from about 15th of 
- ya F bay. 

oO” bn 

ao? sow having come to this point, we felt that it would be better 
to jump as soon as possible into the cold water instead of trying 
to stall for another month. I[n any case, the contents of our dis- 

» cussion will be known in Newyork very shortly, and the trade will 
from this moment on consider us as comitted to the Conference 


‘ and t to use Meyer and Mitsui for their outsider-shipmentse We 
rt. yA 

< F 
” 


therefore definitely believe a clear Conference-state to be preferre( 
o an interim status for perhaps another month. 


, ‘ 
[ted 
= Gi" tee It mainly depends now on you to induce the Conferenée to 
<r eg” fight as actively against Meyer and Miteui as you find necessary. 
acerhtt de certainly realize that we are going to loose accounts and revenue 


>’ & at least for the first months to come, but to a certain extent we 
st a may be compensated higher rates we are going to enjoy- sesides, 
ns we definitely feel that it shouldbe possible to build up our or- 
p A © ganization, which has been known for a long time as an outsider— 
ye uy orcanization, now as a Conference-organization, and we hope that 

me you will do your best to change in this respect the minds of your 
rae people. 


The forwarders must be grateful to you, since it were only 
the German Lines and the Usnav who gave them the present of the 5% 
brokerage. For men like Floch ,for example, who will now get 
his 5% even on tobacco,for “eemtsma and others, this must mean a 
tremendous success, which he owes entirely to the German Lines. 


I may have an opportunity of showing up in New York for 
2 days early June, since our iiinister of Transport wants me 
to join him on the first flight of the Lufthansa-plane. I don't 
like this idea, but if I can get away it gives me at least 
the chance of discussing the changed situation with you thorough- 
ly. 


Best regards 
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RICHARD BERTRAM 
Nerddeutecher Lleyd Bremen, 3rd May 1955 


can (Ws Rok Var 


Mr. 


Ed. Oelsner Jr. 
United States Navigation Co.Inc. ev 


17, Battery Fate Ae L 
Whitehall Buildin gs! : 
New York 4 typ 

U.S.A. We 


Dear Ed, 


Thanks for your to-day's telex which I have thoroughly discussed with 
Werner. With regard to the freight scale for the forwarders we have 
made it quite clear in Nizza that this scale has to be settled before 
our applying for membership in the conference. We do not mind whether 
the number of forwarders who will be included in the top bracket 

will amount to 20 or 30 brokers. To our mind the freight amounts for 
the different percentages must be made low enough to guarantee that 
the main forwarders receive 5% and high enough to give an inducement 
to the forwarders to ship as much cargo as possible by the conference 
lines in order to get their 5%. 


With regard to the 3/4 majority it was the feeling of BDL and HAL 

to go ahead and change the basic agreement right away. Only US-Lines 
were afraid of taking any action on account of the advice of their 
lawyers. Dockendorff and van den Toorn did not seem to have the 
highest esteem of these lawyers (I think it was Hupper) and of these 
lawyers' advice and even mentioned that his suggestion should be 

one reason more for going right ahead as so far his predictions had 
mostly proved to be wrong. 


Apparently the US-Line is afraid that the entire basic agreement 
which includes the dual rate system could be endangered by changing 
a part of it and that once this basic agreement does not exist any 
more, It would be impossible to again get the acquiescence of FMB 
for a dual rate system. At present this question is only of theore- 
tical value since as long as the emergency declaration exists 3/4 
majority will carry. We therefore agreed at Nizza not to make our 
application subject to a change of the basic agreement but it was 
unanimously agreed to study the as of altering the basic 
agreement and to go ahead as early as possible. ; 
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We made it quite clear that our normal booking sacane is two 

months over the running month. When becoming a member of the conference 
Tt te self-understood that our commitments and bookings have to be 
covered. 


With regard to the differentials an agreement has been reached 
in the meantime of which lr. Loepthien has informed you in his 
to-day's letter. 


the two committees will act and vote separately. Hou 
f uities = Sie pospees, as apne ma 


PTT)  & = 1 7 
i te reduot mn which th 
jestern committee will be compel ea_vo 
-the..business to the Western ports. The 
© the contrary and since noof the [Ines wit be 


interested in advocating suggestions only in order to hurt the 
other group we do not expect any difficulties in this respect. 


Personally I believe that not only Dockendorff but also von Biel 
and Rand will do their best to co-operate and show a friendly 
spirit to Hapag and Lloyd as new conference lines. At present we 
cannot do anything else but await the outcome of the discussions of 
the conference lines among themselves. 


-Best regards 
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350 USNAVCO | Arr: 
NORDLLOYD BRMS 


325255 16.40 HOURS 


04/00 FOR EDW. OELSNER 


ie AGREEMENT ON FREIGHT AMOUNTS AS PER PARAGRAPH TWO MUST BE 

REACHED BEFORE MAKING APPLICATION MEMBERSHIP STOP HAVE NO OBJECTION 
TO TWENTY OR THIRTY BROKERS BEING INCLUDED IN TOP BRACKET , IF 

THEIR TOTAL FREIGHT AMOUNTS HIGM ENOUGH, 


2. US LINES LAWYERS ARE AFRAID THAT ANY ALTERATION BASIC AGREEMENT 
MAY LEAD TO CANCELLATION WHICH AUTOMATICALLY KILLS DUAL RATE SYSTEM 

INCORPORATED IN AGREEMENT STOP LINES AFRAID THAT DUAL RATE SYSTEM 
UNOBTAINABLE IN NEW AGREEMENT STOP IN VIEW OF THREE QUARTER MAJORITY 
PRAXES BEING APPLIED AS LONG AS EMERGENCY DECLARATION EXISTS, 

HAVE AGREED TO LEAVE QUESTION ALTERATION BASIC AGREEMENT FOR 
itentian THEREFORE CANNOT INSIST AMENDMENT PRIOR TO 

* 


3.° 
IN THIS RESPECT TronFatirs GENTLEMAN AGREERE * 


4e- CONFIRM YOU UNDERSTANDING 


5.- PARAGRAPH EIGHT AGREEMENT DIFFERENTIALS HAS BEEN ARRIVED AT. 
WILL AIRMAIL DETAILS TODAY 


BERTRAM 


—— ae a 


70300 O—61—pt. 3, vol. 1——-21 
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October 26, 1953 
AIR MAIL 


E.C.0. 


B.L.V. 
0.V.P. 


E.0., IR. 
F..STBOUND CONFEREN 


Vogler and Bertraa have the firm intention of 
having their companies join the Eastbound Conference at the 
end of thie year. H is ps of an informal agreement 
they have already made wi e Olan “meric e in 
connection with tha oe Ae Tare Veettou hace e. 

o nced The i Ho} OG 
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‘in all diPettrnne to 200 lrom burone cCucine hie Sentra m and 
at ne funnalnunceraband, xb thes didnot akart Cie ng the 
German lines a year aco when they had their best opportunity. 
appare To NS sh ne has 


8 that he will have weekly sailings as soon as we join: 
the Conferance, and Mitsui is increasing his sailings to two a 
month regardless of our action since his service is part of 
his round-the-world service. Aside from these two lines, 
Isbranétsen, States Marine and the Chilean Line are also 
offering non-Conference sailings eastbound, so that it is 
difficult to force the shippers into signing up with the 
Conference. . The anticipated result of our joining the 
Conference, in my opinion, will be that the Conference will 
have to take steps to fight Meyer and the other non-Conference 
lines in any event by reducing rates and offering higher 
brokerages. I would feel that we could make a better showing 
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in such a fight by not Gisturbing our present brokerage 
agreements and our present favored position with most of the 
non-Conference brokers. If we follow Hapag/Liloyd's line of 
thought and brenk up all our present agreenents with the 
brokers and forwarders in order to join the Conference, we 
will not be very popular with them and will not receive the , 
same treatment from them if it becomes later necessary to 
return to them with our hats in our hand beszing for a 
resumption of special sarrangements. Bertram feels, however, 
that by Joining the Conference we will have a good chance of 
avoiding an all out fight and that we will be able to fight 
a limited battle with the Conference as a whole, making 
things sufficiently difficult fer Reyer to force Meyer to 
restrict his sailings to not more than two per month, and by 
so doing will be adle to maintain a sufficiently high level 
of freight rates for a sufficient volume of cargoes on 
Conference vesséls to show a reagonable profit. The brokers, 
of course, huve alicady got wind of the possibility of our 
Joining the Conference, and Meyer is making the most of the 
situationly going arcund and telling shippers that we sre 
definitely going to do so but that he will be at their service 
with weekly sailings. 


It is difflault to visualize just what result 
Bertram's courge of action will have and whether he is correct. 
His sssuaptionsthat a limited warfare by the Conference against 


Meyer will be Dossible, while at the sane time not breaking up 
the rate level too severely. 


My own recommendation has been that the German 
lines tell Holland American Line and Meyer that we will not 
consider joining the Conference unless Meyer joins too. My 
hope would be that everyone would put sufficient pressure on 
Keyer to force him to join the Conference, and failing this, 
drastic rate action by the Conference for a short period 
might be sufficient to convince Meyer of the error of his ways, 
and that we could then go in with Meyer and not relinquish our 
No. 1 position as a non-Conference operator until the Conference 
is stronger. 


I believe the basic difficulty with following ay 
plan is that Hapag and Lloyd feel absolutely unable to fight 
their way through an all out rate war on the North Atlantic, 
since they are already experiencing 50% rate cuts in the Par 
East , and there is no telling where the rate wars will spread 
to next. They also probably feel that once the Conference 
starts breaking up, it would be most difficult to gather the 
lines together again into a workable Conference in the North 
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Atlantic. They say, of course, that their indication that 
they will join the Eastbound Conference is predicated on the 
Conference agreeing to their conditions before they would 
enter, which would involve a prior agreement on the part of 
the Conference to take effective action against Meyer. We 
would, of course, be in a most difficult position if we 
joined the Conference and then found that while the others 
enfoy the military and Government controlled cargoes and are 
not interested in cutting the rates on the cargoes which we 
and Meyer have been carrying, with the result that we would 
be left with emoty vessele and no way of remedying the 
Situation short of resigning from the Conference. 


Of course, the ¢eciston of Hapag and Lloyd is 
based in part on their estimate of Vandentoorn's determination 
to break things up in the event we remafn non-Corference. 

Fy cersonal feeling wonld be that Vandegstoorn is bluffing, 
but since the Germans have been dealing with him steadily 
for several years, they have a more educated opinion on this 
subject than we have. Another condition for entering would 
probably be that the United States Nivigation Co. also join 
so that our "BS" service would be continued to be onerated as 
a Conference service instead of a non-Conferance service, 
which would have no effect on it since we book very little 
cargo in addition to the military cargoes in any event. 











y" 


A 


ct 


Mitglied des Voretandes 
EUTSCHER LLOYD 
——— hub o/ vig 
Mr. Edward Oelsner,Jr. 
United States Navigation Co.,Inc. 
17, Batte Place , 
Whitehall ilding 
New York 4, NeY. USA. 7 . 
Dear Edward, 
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Bremen, 18.6.1954. 


Not knowing, whether Werner in view of Vogler's 
absence will have found time to reply to yours of 10th inst., 
I take the opportunity of a free half hour to report to you 
what happened in our discussion with Mr. Van den Toorn a few 
days ago. We shall not see Mr. Monroe before the 22nd inst., 
but in any case we do not expect a results from our conver= 
sation with him, as he is not entitled to talk about eastbound 
matters. He wrote me that Freeze would be prepared to suggest 
the appointment of a small Committee in the eastbound Conference 
for discussing with you the problem of adequate fighting measures 
but that he hesitated to take such an extraordinary step without 
the previous consent of Van den Toorn and Dockendorff. Yan den 
Toorn is prepared to go along with any suggestion, which. might 
help to expedite matters but on the ground of our latest dis- 
cussion with Van den Yfoorn I doubt, whether this idea will come 
into effect. 


I agree with most of the points mentioned in your letter, 
out I cannot but feel that you still overestimate the possibilities 
of an outsider, if the Conference starts fighting against the out- -— 
sider. An outsider has a wonderful life, as you will know better 
than we from past experience and as we can see now from our own { 
experience or watching ieyer's development. This applies,however, 
always under one condition only, viz., that the Conference holds 
up their umbrella. The minute the Conference starts mopen war, 
an outsider like Hapag and Lloyd is bound to loose much money 
since we cannot curtail our sailings as for instance Keyer can. 
A non-national Line, like Meyer, can do what they want to, but we 
as a national Line, who have to stay in business in any case and 
who cannot act only from a money-making point of view, have to 
carry on our schedule and have to face whatever losses a Conference 
is decided to impose. 


werner and I are not at all convinced, whether this fight 
can be avoided, the less so as we too are afraid that Meyer is 
going to improve his service, which compells us to fight anyhow. 
We do,however,want to postpone this fight as long as possible 
or to avoid it, if it should prove possible, and for this reason 
only we are taking upon us these nearly useless discussions 
with the other North Atlantic tines. 


After careful consideration of all your remarks we have told ‘ 
Van den Toorn that we woyld be prepared to go along on a brokerage 
of 3 3/4% combined with fighting rates on several commodities to 
hurt the outsiders. Van den Toorn will cable this decision to 
Dockendorff, who will approach Mir. Freeze with a view to find out, 
apg the United States Lines will be prepared to go along on 
s basis. 


Cy plut Fto bf 
~ “4 é oO} cfr 4 
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We are absolutely convinced that Mr. Freeze will decline 
to increase the brokerage to 7 amf 3 3/4%, and even Van aen Toorn 
was not certain, whether he could go along on this basis. He asked 
us, what to do, if Freeze would not agree since = the old story - 
Black Diamond and Holland American could not leave the situation 
as it is and would then be compelled to leave the Conference. 


After lengthy aiscussions we suggested that then a second 
approach to hieyer might be useful, since seyer,trom our point of 
view, is the msin stumbling block. 4e tried to sell him the idea 
that Mr. Meyer might be convincea easier, 1fr not only tne German 
Lines put a delegation of Black Diamond, Holland-American Line 
and the German Lines would seriously warn him not to increase 
his sailings and to overdo his activities. We explained that there 
still might be a possibility of inducing Meyer to accept the position 
as a recognized outsider with few sailings and a limited percentage 
of reductions in rates, if such a delegation could make Meyer feel 
that otherwise the fight would start and he would loose the umbrella 
of the Conference. 


There may be something in this argument, but in the first 
instance we made the proposal to stall further. We know that 
Dockendorff has to undergo an operation, which will keep him out of 
circulation for some while, and we may gain another month or two, if 
Holland American Line and Black Diamond Line should accept this 
suggestion. 


If Freeze or Dockendorff should approach you,we shall certainly 
hear from you the same as_we shall keep you posted, if our con- 
versation with Monroe in London should show any further development. 


I regret that nothing in your letter has been said about 
the state of your health. Werner and I sincerely hope that you are 
feeling better now and that it will mt last long until you are 
fully recovered. 
Best regards, 


Sincerely ypurs 
. 


ec.Herrn ¥,Traber. 
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Since dictating tnis letter 4+ had a phone call from 
Yr. Van den Yfoorn, who informed me that,in the meantime, a 
conversation between Mr. Dockendortf and kr, Freeze had taken 
place. According to cable-information from Dockendorff Freeze 
tiatly refused to increase the brokerage Ngee 1 1/4 #, not 
even to 2 1/2% and that he made it definitely clear that this was 
his last word. 


Van den foorn wanted to know, what we shall do now. I again 
tried to sell him the idea to approach Meyer in order to sound 
out, whether he might be prepared to accept the position as a 
recognized outsider instead of an overall fight. 


Van den Toorn asked me, whether, assuming that Keyer would 
agree, the German Lines would be prepared to join the Conference 
under these conditions, i.e. lieyer with curtailed sailings, a 
fixed percentage for brokerage and rate underquotations for 
a long range-agreement, which would prevent him from growing 
and attracting more cargo than by the sailings granted to hin. 


I did not give a clear answer and was evasive on this point, 
but gave him the impression that under these circumstances the 
German Lines might be willing to join the Conference. 


Taking this for granted he asked then, whether German Lines 
would be prepared to give up the Western ports in exchange 
to Black Diamond and Holland American Line limiting their ac- 
tivities to the Western ports. - I flatly refused any action 
in this direction and pointed out that with all the irregularities 
on part of the botii Lines for attracting cargo to the Vestern 
ports,etc. we could not agree to just watch, how our cargo 
would be driven away to Western ports without participating in 
carrying thfs¢ goods. 


The discussion difted away from the main point and in the end 
I promised him to give him a definite answer about the 26th of 
June after having discussed this matter fully with werner. 
Heonce more pointed out that neither Black Diamond nor his Line 
could wait any longer, that they both had fixed a date for leaving 
the eastbound Conference, if no agreement could be reached, and 
is was the end of our conversation. 


Nuch to regret I personally/ am convinced that we cannot 
void an overall fight any longer. We may stall for another few 
eeks by proposing to give up the Vestern ports on basis of a 

favourable pool to us, br am absolutely certain that we shall 
never find a joint solut: tor the pool-figures. On one hand 

we cannot give up xotterdzm and Antwerp eastbound, on the other 
hand the wer growing figures of Meyer show that something definite 
has to be done even westbound to stop his activities, and all these 
points — lead to a fight even if Yolland American Line 

do only bluff and will try their best to avoid the rate a 


I have not had an Sonoran ay of discussing this proble' 


at length with Werner, but I shall see him on Monday, and we shall 
keep you posted. ‘ve had to expect this fight, but from a financial 
point of view it comes for us premature, and if therefore ways and 
means could be devised to postpone the fight, I would be very glad. 
As the situation appears however,+ have not many hopes in this 


respect. a 
You (\ 
Wow 


Best regards, 
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ICHARD BERTRAN 
Rorddeutecher Lloya 
Brenen 


Bremen, Nov. 15, 195% 


Mr. Edward Oelsner, Jr. 


United States Navigation Co. Ine. 
17 Batte Place 
New York 4, N.Y. 


Dear Ed, 


Enclosed you will find copy of cqrrespondence 
between Van den Toorn and myself. 


to expedite matters too much, but w elt that we shaujd 
prove our enirit of cooperation i eeey, ot to antagonize 
our partners before the start 0 ! cake in New York. 

If you feel f SS eG the details we would 
very much appreciate if you could Wl]ready start to drafting an 
agreenent, compiling stattstics, etd. on basis of the 


details you will have received in the\meantime from Dad, 
Werner and myself. 


ot wishes a regards, 


Werner and I have not the slighte moa 


Yours, 


(signedd Richard 
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Brenen, Nov. 15, 195% 


te Cc 


P. Van den Toorn, Esq. 
Holland-Amerika £ijn 
Directie 

Rotterdam 


Dear Mr. Van den Toorn, 


Many thanks for your letter of 1 
which I had an opportunity of discussing with Mr. 


We both have felt the sam 
order to expedite matters we have already given 
to our resp. departments here and to Navigation 
Co. in New York to prepare all the 


be wanted when, as we hope, an a ent) gan be finalized in 
New York. 


We shall take rtunity of your letter to 
further éevelop our instructions, We are hopeful that constructive 
material will be prepared already when meeting in New York. 

Mr. Traber and I fee}, owever), ON eee not serve the 
purpose to exchange already ndow\ the -statistics for 


1954, since this is/bound to cpaplicate the discussions in 
New York ° sp 


I have a, copy of this letter to 
Mr. Dockéndorff and ir? 


With kind regards, 


Sincerely yours, 
R. 
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Bolland-Ase Lyn ‘* Rotterdam, 12th Noveaber, 195% 
Directie vwDT/JD 


R. Bertram, Esq ., 

North German Lloyd PRIVATE AND CONFIDENTIAL 
Gustav Deet jen-Allee 

BREMEN 


Dear Mr. Bertram: 


Since our conversation at Amsterdam on November lst and 2nd. I have 
given further serious thought to the suggestion, which gradually 
formed itself during our discussions, for a possible solution of the 
difficulties surrounding your and Hapag's outsider status in the 
North Atlantic Eastbound Conference, as well as off the serious 
competition from the Meyer Line. s ! 

In the belief that your company and the Hepeers. 29 ica Line, wish 
to exert every effort to avoid a rate-war orth Atlantic and 
fully realizing that steps must some time be taken\t a curb the ever 
expanding activities of Meyer, it is 


If our negotiations are resume *Nork during the first half 
of January 1955, I am sure we a Saiize that considerable time 
will be consumed in ee agreement on the many features 
of the pool itself, approac . S. Lines and possibly others, 
and obtaining the P. ote abe abe val £ must further be recognized 
that in addition ie ese points, thére remain quite a few other 


subjects that will have to be ken care of, before the pool can 
commence to operate} to mention/only one, the question of your 
agency arrangesents iri. New Yorx, when the U. S. Navigation Co. 
resumes {ts sail ngs ¥q-and f ports in the Antwerp/Hamburg Range. 


Even asfiifming that;Ro legal obstacles will be encountered, it can 
hardly expected that the pool, and therefore your and Hapag's 
membership of the ‘Eastbound Conference, can become a reality much 
before bor Jaly lst. 


Frankl Cee serous misgivings to allow the present situation 

‘to continue for another BX sonthe 1 months In 1955, when I observe the daily 
ine 

— in the Eastbound Traffic to the various European en 


u.ne-doubt.appreciate the very considerable sacrifice, whi 

Setiena-dneeaen Line has made in this res t two 

Tyrrworone overunetareg oureta e action 

eee “Ou wou en 
eS ‘shouTdct r : 


its uneaviable 


your 
and Hapag's re-entry into the Eastbound Conference, ’ irrespective of 
the existence of a pooling agreement, or by a rationalization of your, 
Hapag's, BDL's and our sailing schedules, as discussed in Ameterdan. 
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It would, therefore, be my strong recommendation that an endeavor 

be made already now to expedite the forthcoming discussions in New 
York as much as py and, by doing so, advance the date of the 
P.M.B.'s approval of the pooling agreement and your re-entry into 

the Conference, to as early a date as possible. Instructions from 

you to the U. 8. Navigation Company to promptly undertake the drafting 
of an agreement, the exchange of cargo statistics over 1954 upon 
which, for the first year, the pool percentage will be established, 
further consultation on other features of the contemplated cooperative 
scheme are all matters that will cause considerable delay, if they are 
left for discussion in New York in January, for which reason I strongly 
feel that we should strive to reach prior agreement on most of these 
items before coming together on the other side. 


Copy of this letter is being forwarded to Messrs. ber and Docken- 
dorff; I should appreciate to receive the benefit your views on 
my Suggestion at as early a date as conven sible. 


With kind regards, 


nee yours, 


si d: P. van den Toorn 
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ORIGINAL BY AIR MAIL 


March 14th, 1955 


CONFIDENTIAL 


Mr. Richard Bertram, 
North German Lloyd 
Gustav-Deet jen A ise 4, 
Bremen, Germany. 


Dear Richards 


We have studied your letter of February 14th along with 
United States Lines' Memorandum No. 2. 


On page two of your letter under Condition No. 3 you 
state that the same rate committee, as proposed in Memorandum No. 2 
for the western ports, must be set up for Bremen and Hamburg. For 
sake of clarity, we presume you mean the scope of powers of the rate 
committee under Memorandum No. 2 will be extended to include Bremen 
and Hamburg. One committee covering the whole range will be more 
effective than two committees - one for German ports, the other 


Benelux ports. 


In connection with your comments concerning the rotation 
of the committee, we see that you figure there will always be a 
German Line or United States Navigation Co., Inc. on the committee 
which is essential to protect our interests. 


—. 


Fat Clause 5 A of Memorandum No. 2 is unworkable, as in most 
instances the shipper cannot make a firm offer at the time he re- 
( quests a lower than Conference rate. And, it is only with a firs 
. Quotation from the line, the shipper can in most instances close 
\_the business. 


Clause 5 C of Memorandum No. 2 must provide for the 
shipping period to be not less than 3 months since many of the 
shipments have not been closed nor even the cargo produced at the 
time quotations are made. 


We think that Condition No. 7 of Memorandum No. 2 should 
be changed so that the Declaration of Emergency and the powers 


granted to the Emergency Committee shall remain in force until can- 
celled by unanimous majority vote of the Conference membership. In 
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this way, you will be assured that the present Conference members 
will not act in consort to drop the various measures they adopted 
just to get us into the Conference. We also believe that the 

last paragraph under Condition No. 8 of Memorandum No. 2 (brokerage) 
should be for an indefinite period (not limited to one year) but 
cancellable by unanimous vote of the Conference. 


Although no recent mention has been made of it, a con- 
dition of our Joining is, of course, that each of us - Lioya, Hapag 
and U. S. Nav. - is entitled to one vote as members of the Conference. 


We also feel, as mentioned in our cable of February 10th, 
that in order to effectively meet the competition of Meyer, an emer- 
gency rate committee should be established by the Westbound Conference 
on the same basis. We need a two-edged sword to cut Meyer downs we 
doubt that measures taken by the Eastbound Conference alone will do 
the trick. 


Sincerely, 


JwWOrs 


cc: £E.C.0. 
E.0.JR. 
E.L.V. 





306 


(8 


New_York 4, N.Y: 
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HAMBURG-AMERIKA LINIE 


elegramm-Adresse: Hapag Ballindamm 2 
Telefon: 921941 


loe/1 
“conene bed Sop 
Vs 2%, 


&y) ramburgt, 32a May, 1955 


Mepeg-Lioyve 
A. 0.C. Code ain & My Ee. 
Bentiey's Seconds Prrase Code 


The New Boe Cove ¢ 
‘fA 
fe vs f 
OMe 
” 
Mr. Ed. Oelsner 
c/o United States Navigation 
Co. Ince, 
17 Battery Place 


b Auden 


rlew Lorimes eetiap 


Dear Mr. Oelsner, ORAS heron pro 


I beg to refer to Mr. Bertram's letter of April 26th in 
connection with our joining the Eastbound Conference. 


As mentioned in clause 8 of Mr. Bertram's letter referred to 

t was gees by Holland American Line and Black Diamond Lines 
at Nice to quote equal rates to Benelux and to German ports on 
the fresh fruit position and on steel plates as well as on 
tinplates, for the latter two positions with the proviso that 
the final destination ie not _Suitzerlands In other words, on 
steel plates and tinplates to Switzer the present different- 
ials have not been abolished. We have agreed to this proviso 
which does not hurt us as long as our ships call at Antwerp 
and Rotterdan. 


With regard to hides, nonferrous metals and pack house product: 
Mr. Bertram has mentioned in his letter of April 26th already 
that the Lines are trying to find a compromise which has been 
reached in the meantime. We have been trying hard to get these 
three tariff positions added to the list of equal rates. The 
interior railway rates are the stumbling block and Mr.Christianse 
will be in a position to explain this situation to you in details. 
I said already that a compromise has been reached on the tariff 
positions hides, nonferrous metals includ scrap and packing 
house products and I beg to give you below the wording of 4” 
telex message received from the Holland American Line today 
reading as follows: 


"Blackdiamond and we confirm our acceptance of equal rates 

on hides nonferrous metals ee scrap and ckinghouse 
products in ordina stowage on condition tha nelux_ports 
may refund inland differential upto maximum of present ocean 
tariff differentials stop we further confirm that for packing- 
house products in reefer stowage present tariff positions 
remain unc ed stop we regret your rejection of our proposal 
regardi packinghouse products destined for Austria but in 
spirit of cooperation will not insist thereon." 


Ce, Feo 


— 
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We have informed the Holland American Line that we agree to 

the contents of this message which permits the Lines calling 

at Benelux ports (including our own Lines, of course) to 

absorb the interior railroad differences between Benelux ports 

and German ports to the interior to a maximum of the actual 

present ocean differentials which for packing house products 

e.g. is 5. ¢ per 100 lbs. We do not like this refund system 

which to a certain extént also exists in the Westbound direction 
very much but, unfortunately, there was no escape and no other 

way could be found to compromise on this question of differentials. 


Mr. Christiansen will be in a position to give you further 
informations regarding this matter. 


With best regards, 


- ec: Lloyd, Bremen 
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Mr. Materz. Hapag/Lloyd became a member of the North Atlantic/ 
Continental Freight Conference only because they, in effect, were 
forced to? 

Mr. Hopkins. We do not think so, Mr. Maletz. 

Mr. Maerz. Do the documents so indicate ? 

Mr. Hopkins. No; I do not read that into it. I think that, in view 
of their overall situation, they made their decision to join the confer- 
ence. What finally caused that decision I do not know. 

Mr. Materz. Do the documents indicate—for example, the letter 
from which I have quoted dated October 28—that the German carriers 
were afraid that Holland America would withdraw from the east-* 
bound conference and start a rate war against the German carriers? 

Mr. Horxrns. They may have had that fear. 

Mr. Maerz. Did they, according to this document ? 

Mr. Knapp. I object, Mr. Chairman. This witness can interpret 
the document just as well as you or I can interpret it. 

The Cuatrman. I didn’t get the question. I can’t pass on the ques- 
tion. 

Mr. Mauetz. I think it is Mr. Knapp’s position that the documents 
speak for themselves. 

Is that correct ? 

Mr. Knapp. Yes. This happened back in 1953, and I think Mr. 
Maletz or I can guess as well as Mr. Hopkins what they mean. 

The Cuatrman. The question is withdrawn. 

Mr. Materz. Is it correct, Mr. Hopkins, that, according to the docu- 
ments, Hapag/Lloyd became a member of the North Atlantic/Conti- 
nental Freight Conference only on conditions that the brokerage scale 
for freight forwarders be increased ? 

Mr. Hopkins. That was one condition of their joining; yes. 

Mr. Materz. In consequence did the conference, according to these 
documents, agree to a new and increased brokerage scale? 

Mr. Hopkins. They did. 

Mr. Matetz. Is is correct that this new brokerage scale was based 
on a graduated scale of freight brokerage payments ranging up to 
5 percent of the freight bill ? 

Mr. Horxrns. Yes, sir. 

Mr. Matertz. Is it also correct that under this new brokerage scale 
cargo freighted at $17.99 or less per ton would continue to earn broker- 
age for foreign freight forwarders at the 114-percent rate that here- 
tofore had ruled for all brokerage paid cargo in this trade ? 

Mr. Horxtns. I think it was one and one-quarter. 

Mr. Maerz. One and one-quarter ? 

Mr. Horxrns. Yes. 

Mr. Materz. Let me repeat the question. 

Is it also correct that under this new brokerage scale cargo freighted ° 
at $17.99 or less per ton would continue to earn brokerage for foreign 
freight forwarders at the 114-percent rate that heretofore had ruled 
for all brokerage paying cargo in this trade? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Is it also correct that cargo taking rates from $18 to 
$20.99 per ton was to receive brokerage at 214 percent, while cargo 
rated at $21 or more per ton was to earn 5 percent ? 

Mr. Hopkins. I think the figure was 214, Mr. Maletz. 
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Mr. Maerz. 2.5 percent ¢ 

Mr. Hopkins. Yes. 

Mr. Maerz. With that qualification, is the answer to my question 
yes ¢ 

Mr. Hopkins. Yes. 

Mr. Maerz. Do you recall that the documents indicate that the 
Chief of the Regulation Office of the Federal Maritime Board had 
advised that it would be illegal for a group of lines to agree to pay 
different brokerages to different forwarders in the same trade? 

Mr. Hopkins. My recollection is vague. I remember something 
about it. 

Mr. Matetz. Mr. Chairman, I would like to quote from a letter 
dated May 18, 1954, sent by E. O., Jr.—that would be Mr. Edward 
Oelsner, Jr.? 

Mr. Hopkins. Yes, sir. 

Mr. Maverz. Presently the president of U.S. Navigation, to Mr. 
Werner Traber, the managing director of Hamburg- American Line. 

Mr. Hopkins. Yes, sir. 

Mr. Maverz. This is dated May 18, 1954. And I quote from the 
last sentence of the first page: “Mr. von Biel also mentioned that Tib- 
bott”—Tibbott, parenthetically, was Chief of the Regulation Branch 
of the Maritime Board at that time, was he not? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz (reading) : 

Mr. von Biel also mentioned that Tibbott has advised him, prior to his trip to 
Europe, that it would be illegal for a group of lines to agree to pay different 
brokerages to different forwarders in the same trade. This confirms Havens’ 
opinion, who further stated however that no illegal act would be involved as 
long as the lines as a group did not agree on the percentage of brokerage to be 
paid each forwarder. 

Who is Haven ? 

Mr. Horxtns. Haven is a New York attorney—or was, I am not 
sure whether he still is or not. 

Mr. Maerz. I direct your attention to a letter dated May 9, 
1955, from Mr. Richard Bertram of North German Lloyd. 

Mr. Knapp. What was the date? 

Mr. Maerz. May 9, 1955. 

Mr. Hopkins. Yes, sir. 

Mr. Materz. This isto your company, is it not ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. From Mr. Bertram, the managing director of North 
German Lloyd. 

Mr. Chairman, this letter, in part, reads as follows: 

With regard to the legality of the system I have not asked Haven for his 
advice. Frankly, I have never seen an advice from an American lawyer, which 
has not been in the negative, and even without asking him I knew beforehand 
that he would talk a lot of the illegality of the system. I feel we should approach 
the problem not from a legal point of view but from a practical point of view. 
We certainly have to face outcries from brokers and forwarders and perhaps 
even court intervention. The only thing, which really could stop us from going 
ahead with the system, would be an injunction. If this should happen—and 
I rather doubt that it will happen, because the facts, to my mind, are not 
strong enough to warrant an injunction—we are safeguarded by the agreement 
with the other lines to immediately introduce another system, which will secure 


5) percent brokerage for the most important brokers. If, however, the court 
is proceeding without an injunction, I am sure that the conference can drag 


70300 O—61—pt. 3, vol. 1——-22 
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this case along for 2 or 3 years and nobody knows what will happen in the 
future. 

Mr. Knarr. Mr. Chairman, in the interest of international amity, 
don’t you think we should avoid getting into the German’s opinion 
of the American bar ? 

Mr. Materz. I think, Mr. Chairman, the document will have to 
speak for itself. 

The CuHarrman. It certainly does. 

Mr. Mauerz. Mr. Chairman, I would offer for the record at this 
point—I beg your pardon. 

The Cuarrman. Mr. Knapp, I don’t think you, as counsel, would 
sanction such conduct, would you ? 

Mr. Knapp. I was just referring to the rather unflattering opinion 
of the American bar. I thought we shouldn’t get into that. 

Mr. Materz. Mr. Hopkins, did it come to your attention that Mr. 
Oelsner—or did a document come to your attention indicating that 
Mr. Oelsner of U.S. Navigation was concerned about the proposed 
brokerage scale ? 

Mr. Horxrns. Yes. 

Mr. Maerz. Mr. Chairman, I would quote one sentence of a tele- 
type sent by Mr. Oelsner to Mr. Richard Bertram. This is May 6 
1955: 


We assume— 
this is from Mr. Oelsner to North German Lloyd— 


We assume you keeping in mind that if this proposed scale system becomes un- 
workable or illegal we will be in weak position unless we obtain some commit- 
ment from conference members before we join that they will substitute another 
system which gives desired protection to important forwarders if present pro- 
posed system fails. We extremely worried proposed brokerage scale both illegal 
and impractical and if so can be a trap. Suggest you consult Havens. 

And it was in reply to this teletype, was it not, that Mr. Bertram 
wrote the letter from which I have quoted ? 

Mr. Horxtns. It appears so; yes. 

Mr. Maerz. Mr. Chairman, at this point I would offer for the record 
the various documents referred to pertaining to these matters. 

The CuarrMan.’ They will be accepted, and the entire matter will 
be referred to the Federal Maritime Board and the Department of 
Justice. 


(The documents referred to are as follows :) 
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DUEBLLOYD BRMSI 
NY350 USNAVIGA MAY 6/55 1100 HRS 


11/700 CONFIDENTIAL FOR RICHARD BERTRAM 


gam MET THURSDAY VANHOUTEN MAAS RAND VONBIEL ANDREWS AND AGREED 

SUBJECT YOUR APPROVAL WHICH ASSUME WE HAVE EACH LINE SUBMITS 

TO ANDREWS MONDAY WHO HOLDS CONFIDENTIAL LISTS OF FIRST 100 

BROKERS SHOWING INDIVIDUAL BOOKINGS RANXED ACCORDING TO SIZE OF 

BOOKINGS 1954 FOR COORDINATION INTO MASTER LIST OF FIRST 100 SHOWING 

NAMES GROSS FREIGHTS FOR BASIS DECIDING TUESDAY HOU MANY SHOULD 

QUALIFY FOR TOP BRACKET AND FOR LOWER BRACKETS STOP GUIDANCE 

YE NOU PAYING TOP TO 102 AND HAVE TOLD THEN WE WANTED ABOUT 

THIS NUMBER IN TOP BRACKET STOP CONSIDER ADVISABLE TRY FOR 

MAXIMUM POSSIBLE FOR TOP BRACKET PRIOR AGREEING JOIN STOP 

WHEN OUR LIST FINISHED WILL BE BETTER ASLE DETERMINE HOW MUCH UWE 

DARE REDUCE OUR FIGURE STOP BELIEVE THiS ONLY OUTSTANDING POINT REQ- 

UIRING AGREEMENT PRIOR OUR APPLICATIONS ALTHOUGH YOUR LETTER DIFFERENTE 

NOT YET RECEIVED STOP GUIDANCE YOU MAY RECEIVE PRESSURE FROM 

VANDENTOORN TO REDUCE OUR FICURE SINCE TIIEY PRCDADLY PREFER 

ABOUT TEN STOP WE MINDFUL GENERAL PROPOSAL MEANS INCREASE AND GOOD 

NEVS FOR THEIR SUPPORTERS WHILE MEANING REDUCTION ALL OUR SUPPORTERS 

NOT IN TOP BRACKET HOWEVER oe Sev ct CAN een ACCEPTASLE 

COMPROMISE STOP WE Assuty 0 PROPOSED 

SCALE SYSTEN B pyes OWORRASLE On TLERCAL Ve ULL Oe Tt Usa 

PU NLES : it ; FROM CONFER ENCE MEME “s 

BEFORE Un wJULN STENT THEY FLL SUBSTITUTE I INOTH: SYSTEM W uTc) T Gry 

DESTRED_ PRO} RTAN RT Nahe Tr ORCrNT Pao POSED 

VeTEM FALLS STOP WE -EXIRETELY TOR RIED PROPOS=) BROKERAGE SCALE BOTH 
EGAL AND URAC T ICAL AN Speier Foret Neate aloe SUCCES 

UU CONSU AVEN YOUR V DELSNER 

(PLEASE READ LAST WORD 13TH LINE. DIFFERENTIALS. ) 


END S++ 
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Bremen, May 9, 1955. 
Neorddentecher Lieyd ce 
Bremen hi PA A o 7} 70 


Mr. Edward Oelsner,Jr. 

United States Navigation Co.,Inc. 
17 Battery Place 

New York 4, N.Y. USA. 


14 A oe “ze 
= 


A 


Aiamnegt © 


“ 
/ 
te 


Cla sl ew 
? 


- Ae pastor, 


/ 


’ Dear Ed, 


Thanks for your letter of May 4. In the meantime, 
we had our telex exchange. Unfortunately, your telex arrived 
10 minutes after Van den Toorn's telephone call from Amsterdam, 
but I must confess that even with your telex in hand I would 
not have reacted otherwise, 


If the difference in the brokerage we are goi to offer to 

the forwarders should prove to be illegal, the US nes, BDL 
and HAL have agreed to immediately introduce another system 
of brokerage, which safeguards 5% commicsion to the most im- 
portant brokers. Of course, this hag to he agreed by all the 
other Conference-Lines before committing ourselves, and I have 
no doubt that in the spirit of our discussions in Nice the other * 

nes will bind themselves to the same extent. 


With regard e legality o be syste bave not asked 
: fre I have never seen an advice from an 


of hes se atd's Mef/. (1 f Cnn eee 


Aare 
be ek brew 


2.2% 
eS 


tun Oe 


le Mager ~« yyetotn ky Lk 
Lele rat 
i 


SS? 4, hee 


ote alk 


y bal S 
‘ 0 5 ) ny 


9 LLY ve 
aa irrtaps even Cours ve! 
Ud op us from going ah Ue Oe ela thee dh bie 211 in- 
jUNnCTLO! ¢ and I rather doub hat it will 
re tacts, to my mind, are not strong enough to. 
warrant an injunction - we are safeguarded b he agreement Wxophy 
the other Lines mmediately introduce ano system hich 
will secure 5% brokerage” To S“noe ff .t , how- 


Prove tat f-~ Pum JZ 
Agee . 


c 
A 


* 


et 


a sure 


Sour te Proce aie} an_iniunction, T as 
wert “The Con ae Dn drag this case 2 long for 2 or 5 ears 


and nobody knows what w appen in future. 


Frankly, cannot quite uncerstand why, in your opinion, 
the syetem is so impracticable and unworkable: One cannot deny 
that the system at least gives an incentive to the forwarders 
to confine as many of their shipments as possible to the Confe- 

“rence Lines in order to qualify themselves for a higher brokerage. 


2) We are not interested in giving away more money as necess@- 
~AL ry, and even as an outsider we have not paid a brokerage of 5% 
vaA to everyone. i 


i 
‘ 

3) You have to realize that a certain percentage of the i 
cargo from the brokers has been moved in the pat ofi Conference 
vessels. I am not pesesing. how big this percentage was, but 
according to the figures have seen in Nice the percentage was 
much greater than I expected. Now, these shipments have been 
moving on a basis of 1 1/4% in spite of all the outsiders includ- 
ing Hapag-Lloyd having offered 5% brokerare. Therefore, ————se2s, 
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the broker, who will enjoy.in.the future the 5% is getting 
Gecidedly more than be. got,up till now, since now he is getting 
his 5% on all his shipments including Conference shipments, 

and if a broker, according to our new system, will qualify 
himself to only 3 3/4, he still will average a better earning 
than before, when he got 5% from the outsider and only 1 1/4% 
from the Conference Lines. 


eyer's ships have been loaded anyhow, gs_h 
, not increasing his service the forwarders Cannot give him more 
yp cargo than they have been doing so far except for a few thousand 
1 a tons, which he may have been f¢lling up with grain so far. I 
ye const still feel,therefore,that the forwarders ,when making their cal- 
feulations,will find out that they will be better off in future 
cae the nev system than by enjoying 5% by us and the other out- 
iders but only 1 1/4% by the Conference Lines. 


Including 2160 the 102 brokers in the top bracket,which 
have been enjoying 5% co far by Hapag and Lloyd, would spoil the 
entire system. We feel that the main point is that the forwarders 
with more or less equal freicsht arounts shall enjoy the same per- 
i centage.lly guess would be that there will be a number of 12 to 
be 15 forwarders, who will show thet they are absolutely on top and 
ae then the smaller ones will follow. Un account of the previous 
‘ eo, figure of 20 to 30 mentioned in one of your telexes I insisted in 
fu my conversation with Van den Toorn on a number of about 25 for 
the top bracket, if the total figures should warrant, such a. treat- 
~ment. Eventually, Van den Toorm ‘agreed~and has cabled Van Houten 
@ctordingly. Of course, the United States Lines wish to keep 
‘é a the number of forwarders to be included in the top bracket es 
+” 3" Glow as possible, but I am confident thet with HAL's assistance 
wt you will set your most important supporters in the highest bracket. 


“ith regard to your concetn about the voting of the Port 

Committee I can only repeat, what I have telexed already: 
If the Northern Group feels that a rate reduction to Hamburg and 
Bremen is necessary for fighting Meyers, such a reduction will 
certainly not be agreed to by the Western Lines represented in 
this Group without immediately asking for the same reduction for 
the ‘iestern Group in order not. to loose the cargo. Exactly the 
same will apply, if you feel that the reduction made in the Western 
Committee may disturb our Bremen/Hamburg interest. I, therefore, 
cannot foresee any_.difficulties except one, i.e, that rate-reduct- 
tone in the Northern Committee wil? be declined by the jeatern 

(nes, because they are afraid that the reduction may affect 

eir cargo to Antwerp and Rotterdem and they do not want to 
loose revenue by reducing as well the rates in the Western 
Commitee. However, as long as we are serving festern and Northern 
ports and as long as we are members in both Committees, I cannot 
see that the unanimous vote-clause in the basic agreement really 


hurts us. Besides, I wrote you that, with the exception of the 
United States Lines, the other linea represented in Mice, were 
definitely of the. opinion that, in spite. ofHupper's advice,we 
should go ahead and change the basic agreement. 


‘It is very difficult to discuss all these problems in 
writing and I am,therefore, glad that I shall have a chance of 
seeing you early June. One day we had to join the Conference, 
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that was acknowledged by all of us right from the beginning. 
We now have to face that the moment has arrived, where we 

have to change our non-Conference operation into a Conference- 
operation and to my mind all the details are minor details 
compared with the main difficulty: To change the spirit of 
our organization from pay ine the cargo to canvassing cargow 
This may be putting it bluntly and too rude but that is what 
is decisive, and I absolutely realize that this comprises not 
only your organization on the other side but also the service on 
voard of our ships,the vessels placed at your disposal, the 
regularity of the sailings and our organization in Bremen. 


I hope,however, that MSTS cargo will enable us to improve and imme 


our sailings and give you weapons in your hands, which place 
you into a position to remain on top even as a Conference-member, 


Sincerely yours 


\\ 
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May 18, 195% 


¢ Feqer: 5: 


Mr. Werner Traber 
Hamburg-Amerika Linte 
Ferdinandstiasee 58 
Hamburg 1, Germany 


Dear Werner? 


Thanks for yours of May Sth. We were interested 
in seeing that the Holland America Line indicated that they 
would leave the Conference if we did not join by the end of 
this year. This would seem t> give us more time as a 
non-Conference operator than we had anticipated. 


We have seen "Mr. von Biel who indicates a somewhat 
different impression than he apparently left with you. He 
tells us that he feels there will be no difficulty in obtaining 
Conference cooperation on three of the four points mentioned 
in our proposals. In other words, elimination of freight 
differentials on certain important commodities, majority 
instead of unanimous voti cy on 

me y Meyer Line in volume; on 
the question of paying higher brokerages, they do not believe 
_they can agree with us. Mr. von Biel, on the other hand, was 
not definitely withholding any hope of an agreement on the 
brokerage question, and indicated his willingnéeee to continue 
to try and work out a solution and to welcome all possible 
sugcestions. He indicated that one of the main fears of the 
United.States Lines is that if higher brokerage was payable 
by the Continental Conference, the United States Lines would 
be forced to pay equally high brokerage to the forwarders in 
the United Kingdcm Conference. Against this view, we have 
ment'oned the actual experience of ourselves and others who 
are active in different trades, and are able to apply ¢ifferent 
brokerage rates according to ae to the same brokers. 

Mr. von Biel aleo ment Ee ed that T 

priop.to hia trip to Europe, that 

roup of lines to agree €o pi: 

ifferent forwarders In the same trade, 

opinion, 
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be involved as long as th r Bh group did not agree 
on the percentare of brokerace to be oaid each formar: 

8 mentioned 38 Whole question Can be solved by omitting 

n soever of the agount of brokerage in the 

Conference tariff, thereby leaving the payment of brokerages 
up to the individual discretion of each line, thus avoiding 
any official agreement by the carriers. For practical 
purposes (although it is quite legal according to Havens‘), 
it would not be possible to establish a high maximus brokerage 
liait in the Conference tariff without being soon forced to 
pay the high maximun to everyone, since all the forwarders 
would insist on the maximum as soon as it was published in 
the tariff. As you know, we have been avoiding paying the 
maximus brokerage to many brokers and forwarders for several 
years under our system, by avoiding all mention of brokerage 
in the tariffs, and have thereby made substantial savings 
while still competing actively against Meyer. 


Von Biel also mentioned that his figures showed 
that the United States Lines carried as much freight revenue 
to Antwerp and Rotterdam as Hapag/Lloyd. at the same time, 
he admitted that they had larger ships, that his tonnage 
figures included some military cargoes, and we know that they 
had more sailings per month than Hapag/Lloyd, as well as the 
benefit of refrigerated space, greater speed, and United 
States flag directed cargoes. Although he used his figures 
to indicate that the payment of high brokerage is unnecesaary, 
his conclusion is not necessarily logical. Due to flag 
reasons, we are undoubtedly at a disadvantage in obtaining 
cargoes to Antwerp and Rotterdam. Gn the other hand, without 
the benefit of the higher brokerages and lower rates, we believe 
we would be carrying less than half of the cargo to these 
porte which we are now carrying, and in terms of voyage 
profits the loss of this volume might easily mean the loss of 
100% of the voyage profits. It has been our experience, 
furthermore, that even in the face of a Conference contract 
systen, it is possible for non-Conference lines to obtain 
substantial support from the forwarders and brokers, and 
even if the Conference succeeds in obtaining approval of the 
dual rate exclusive patronage contract, we doubt that it will 
prevent Meyer Line or any other non-Conference line from 
obtaining a substantial volume of cargoes from the brokers 
and forwarders, unless the Conference also pays coupetitive 
brokerages. 


Please excuse the length to which I have gone 
herein, but it will serve to show you the line that we will 
follow in our talks with von Biel and give you an opportunity 
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te correct us where you think we are wrong. In the seantine, 
we will avoid hurrying the uatter, since our present basis . 
of operation continues to show good results. 


_ A further thought which we are keeping constantly 
in wind is the speed question which might decome embarrassing 
if we ultimately Joined the Conference and atteapted to 
eaploy nothing faster than 14 knotters against the 164 knotters 
of the competition. We understand that the faster ships now 
on the run will be placed in the Far East service and have 
not heard what substitute tonnage we can anticipate. This 
elso can serve as a reason for delaying with thé Conference. 


We will, of course, keep you advised of any 
further talks at this end. In the meantime, I am sending a 
copy of this te Richard to save you the trouble. 


Yours sincerely, 


£0 Jrid 
Dictated but not read by Ar. Oelsner 


ccs Fr. Richard Bertras 
Norddeutscher Lloyd 
Bremen, Germany 
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9 Vane 
” ‘HAMBURG-AMERIKA LINIE ny 


& Hamburg! June lst, 1954 
Telegramm-Adresse: Hapag Ballindamm B 
Telefon: $2 6051 


Te ‘ A ick.) 28-4 1 


Bentiey's Second Phrase Code 
The New Boe Code 
Lompers Coce 


Mr. Edward Oelsner 
UNITED STATES NAVIGATION 
COMPANY INC. 

17, Battery Place 

New York 4, NeYe 


Dear Ed: 


We have to thank you for your letter of May 26th 
which arrived in time for Richard's and my discussion with 
van den Toorn and Dockendorff. This conversation took plav 
yesterday, and both, van den Toorn and Dockendorff stated 
that ae were not prepared to tolerate our outsider positi 
for any length of time, but that unless we came to an 
agreement they would leave the Conference for an open fight 
to protect their interests. They stated that the bulk o 
the cargo which we carry now has to be considered as taken 
away from the Conference at lower rates and higher brokerap 
to the forwarders. They expressed that they had the feeliy 
that we had not really the intention to join the Conferen: 
at all and that we carried on to play ball with them fron 
one side to the other. They were not willing that this 
matter should be discussed again in New York but wanted a 
clear statement from us at what rate of brokerage we would 
be, geenenes to join the Conference. Je told them that we 
would much prefer to leave this to you since you are better 
in the picture and since you know where concessions are 
necessary by going further into details. However, they 
declined such procedure in course of our conversation. Thy 
were well aware: that a fight might not only involve the 
North Atlantic but other areas as well. Finally they said 
they would not be able to make any change as far as the 
commission is concerned, but that they would be prepared 
to consider a proposal to raise the brokerage to forwarders 
to 3 to 4%. We have not given a definite opinion on that 
= them that we have to ask you and promised an early 
reply. 


, 
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Richard snd myself have the impression that with 
a :brokerage of 3 3/4% the fight may be avoided, and we shoul 
like to hear from you whether you think that this would 

be agreeable to you. Of course we know that this means tht 
sacrifice which, however, may be preferrable to an open 

fight. Therefore in case we should agree to such a figure 
they proposed that Dockendorff would contact Freeze on the 
subject, and they felt sure that Freeze would decline such 


Uf att t2o s/y 
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a brokerage. This is in accordance with what Mr. von Biel 
has written us that there would be repercussions to the 

UK- and the Pacific services. - Taking this as a given 
situation van den Toorn suggested, that they in connection 
with Black Diamond and probably also the Belgian Lines should 
leave the Conference with the intention to come to an 
agreement with us without forming a Conference but with an 
organisation which would really be able, if necessary, to 
fight Meyer-Line. However, van den Toorn pointed out that 
this step could —. be taken provided we came to an 
agreement with the lines in question that the Benelux Lines 
would not serve Hamburg/Bremen whereas the German Lines 
should not serve the Benelux ports. Of course we stated 
that we would think this over (in order to gain time) but 
that we had no definite opinion about this, and we further 
mentioned that there might be serious repercussions with 
the US-Lines. In fact we thought that this might handicap 
us at a later date to get US Military cargo for our ships 
by intervention of US-Lines. ie should like to have your 
opinion on this point. 


The surprising statement of the Benelux Lines, 
however, was that when we told them that we would not look 
at such proposal that snag said that even with the present 
commission and brokerage the Holland-America Line and Black 
Diamond had ever increasing manifests to Bremen and Hamburg, 
and that in their opinion their proposal would be an economical 
and profitable suggestion to us and that by introducing such 
new services Hapag/Lloyd would save a ship to maintain a 
weekly service. 


We shall t to find out on this side about their 
manifests to Hamburg, emen and whether their statement is 
correct, but on the other hand it would be useful if you 
also would try to get some correct information about this 
on your side. Richard and I will be in London on the 22nd 
of June, and we expect that there will be an opportunity 
to discuss the matter with the US-Lines. 


The Benelux Lines expressed again and again that 
the US-Lines would never be a useful partner since they 
are so dependent on Washington since they can rely on 
Military cargo as basic cargo. - 


Well, this is more or less the situation after 
our yesterday's conversation, and we shall be interested 
to have your views on this. 


Please keep the contents of this letter confidential 
since the US-Linesknowhothing about the meeting. 


Kindest regards, 
Yours sincerely, 


A CO sy 


A peer idan é Ket Ce 
«> ine Gsele, | 
Ae 4 mete 
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AY 


TO: HAPAG, HAMBURG 
LLOYD, BREMEN 


PROM: USNAVIGA, NEW YORK (JWO) 


U.S.N.H. EASTBOUND CONFERENCE ~- BROKERAGE 


Further with regard to our previous correspondence concern. 
ing the above, we wish to confirm our cable as follows: 


"31/00 BERTRAM REURLET JUNE 18 QUESTION FREFZES FIRM STAND 
BROKERAGE IF SUCH STAND WILL RESULT BREAK UP OF CONFERENCE 
AND SUGGEST AS POSSIBLE ALTERNATIVE PLAN POSSIBLY MORE 
ACCEPTABLE HAL PAYWENT BROKERAGE SLIDING SCALE 1-1/4 TO 
GIVE PERCENT DEPENDENT UPON DOLLAR FREIGHT VOLUME RECEIVED 

. FROM EACH BROKER SIMILAR TO WINAC CONFERENCE AGREEMENT. 
HAVE CHECKED LOCAL ASPECTS WITH HAVENS WHO CONCURS NOT 
LEGALLY OBJECTIONABLE. SMALL BROKERS MIGHT COMPLAIN BUT 
THEY UNIMPORTANT IN FIGHTING MEYER BESIDES BEING SMALL 

THESE SHIPPERS WILL SIGN CONTRACT ANYWAY IF FMA APPROVAL 
OBTAINED, FURTHERMORE ADVANCING THIS PLAN MICHT DELAY 
FINAL ADVERSE ACTION HAL" 


We hasten to call to your attention an error in our cable 
in which we referred to the WINAC Conference whereas we meant to 
refer to the AMETILE Conference (Accordo Merci Tyrrhanean Levante 
Conference), 
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We have noted with considerable interest Mr, Bertram's 
comments in his letter of June 18th with regard to the above subject 
and in particular Mr. Freeze's apparent firm stand in not ylelding 
on the point to pay more then 1-1/\\% brokerage. We beiieve that it 
is quite possible that he might yield on this point if it were a 
question of preventing an open fight on the North Atlantic. We 
therefore thought that an alternative plan for the payment of bro- 
kerage might be more acceptable to the other lines. Although this 
plan is not as favorable as our original idea, we believe that it 
would have the same objective of getting the forwarders end brokers 
to support us instead of Meyer. Our based 
used by the AMETILE Conference for the nt of rebates to shi ° 


‘Bituation haa + sn 
is brokerage, in addition to which they paid rebates to shippers 


- 
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depending upon the amount of freight which they received in one-half 
ar. They had a grouping of ten companies, and if they booked 
ts million Liras of freight they would receive 10.55% rebate; in 
addition to this they had special rebate payments which they paid to 
various companies running from 3-1/2% to 5%, which percentage figures 
were based on the amount of freight these lines had given to the 
Conference for the preceding half year. We believe that this 
principle, with certain modifications, adopted to brokerage payments 
might be successful, Most of the small brokers, we feel, will most 
likely support the Conference Lines since their clientele will be 
Conference contract signers, and therefore we should not have to worry 
about gaining their support, These brokers would receive le 
brokerage under our plan, The larger brokers, who are presently 
supporting Meyer and getting say 5%, should be paid at least 5% by 
the Conference, As incentive, however, the brokerage payments in 
excess of lel/l% would not be paid until the end of the year, Under 
hypothetical figures, our brokerage scale might run something as 
followste 
0 - $ 10,000, in freight per annum 

20,000. "“ o> ue 

50,000. 
100,000. 


0 
0 
0 
0 
0 
0 


iV 


Such a brokerage scale, if known to the forwarders, would 
certainly act as incentive for them to support the Conference Lines, 
At the same time certain mechanics would have to be set up for the 
exchange of information between the various Conference members in 
order to tabulate the total amount of freight received from each 
forwarder, These details can, we believe, be worked out with little 
difficulty. We feel the plan does have certain merits and cone 
sequently we consulted Havens to ascertain whether, in his opinion, 
such a system would be legally objectionable, As stated in our 
cable he says no legal objections to such a plan, It is possible, 
however, that some of the small brokers would complain that they are 
being discriminated against, but we do not believe that their 
objections would have legal grounds, 


Another possible advantage of the above suggestion is 
that if it should serve no other purpose it might serve the purpose 
of postponing any action on the part of Holland America Line for 
getting out of the Conference, 
wwO:8 
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Mitglied des Voretandes 
NORDDEUTSCHER LLOYD Bremen, ae 1, 1954. 


ih? Lk a/c f JF 


lir. Edward Oelsner,Jr. 

United States Navigation Co.,Inc. 
Whitehall Building 

New York 4, N.Y. 


\\,? 


Re: USNH Eastbound Conference. 


Thanks for Jack's letter of 25th inst. contents of which 

been very valueble for our discussion. In the meantime, 
Van den Toorn and Dockendorf have jumped on our proposal to 
see Leyer first and try to come to some sort of arrangement 
with him as a kind of recognized outsider in both directions. 
Hapag and Lloyd have confirmed that in the case an acceptable 
solution could be reached at with Lieyers, both Lines would be 
prepared to join the eastbound Conference. To our mind an accept- 
able solution would be: limitations of sailings, limitation of 
brokerage and limitation of cormissions and rebates. de then have 
an position that we have to accept »eyer's let us say 2 ships per 
month more or less fully booked - a situation which in reality 
we have been accenting already since long — and we would be safe- 
guarded against a further extension and improvement of Meyer's 
service. Je are awaiting news from the other side, up to when 
kr. Dockendorff will be in a position to jump over for the intendei 
meeting with Meyers which at the earliest can take place in the 
weck beginning 12th of July. 3 


de would be glad , if we tould avoid an overall fight in 
both directions. we made it however quite clear to Van den Toorn 
that under no circumstances we could agree at this stage to give 
up Rotterdam and Antwerp in the eastbound trade. 


Best recards, (\ 
=] s 


Wars 


on put Leo fe A¥ 
7. LO he afc [1¥ 
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PACIFIC COAST EUROPEAN CONFERENCE 
16 California Street, San Francisco 1l, California 


October 1, 1954 


To Approved Freight Brokers: 


This is to notify you that the Conference's tariff rule 
covering the payment of Brokerage has been amended, effective 
September 28, 1954, to read in part as follows: 


"FREIGHT BROKERAGE. Member lines are permitted to pay 
rokerage only to firms whose names apvear on the 
Conference's list of APPROVED FREIGHT BROKERS» Member 
lines MUST refuse to pay Brokerage to any Broker who 
solicits for, or receives Brokerage from, a non-Conference 
line competitor and such Broker will be excluded from‘ the 
Conference's list of Approved Freight Brokers," 


E.0.JR. = Above is copy of Pacific Coast Conference European 
Conference Tariff Rule change about which the writer 
spoke to you. 


O. V. P. 
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) STATES Naucanio. i 
fOr meee, 


-e-—— atin bs 


November 19, 1954 


~ UP RAM 


Havag, Hanburg (Mr. Byener? 
Lloyd, Bremen (Mr. Bertram 


Usnaviga, New York (BLY) 


WESTSOUND AGENCY REPRESENTAT. 


AND COMPENSATION 


ment with Holland Amer‘ca 
It occurs to us that the 

by U. S. Navigation may be\g 
Meyer if the compensation p 
westbound business 


ion with eastbound business, 
er to induce its agents to 
ecuring business for thea. 


If we, are to successfully compete against 
complish the purpose of the whole 
be necessary that we have all agents 
We are endeavoring to find out here 

what Ney ut it is probably going to be very diffi- 
cult to develop such information at this end. You no doubt 
through your connections can more easily find out what Heyer 
is paying, and would appreciate your letting us know what 
you develop and what your ideas are on this point. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 325 


a“ 

ie ’ USWAY 39/) 

Geohard Bartram 7 
Mitglied dee Vorstendes ; Bremen, 14th February 1955 





r } 

Jack Velsner 

United States Navisation Co.Inc,. 

17, Battery Place | 

hitehall Building —_— 


Few York 4 


ae. | Rat offre a 





Dear Jack, 


I understand that Ed left this week for the South and I am therefore 
addressing to you personally my report of the latest developments 
with regard to the Eastbound North Atlantic Conference. Ed will have 
told you that I haa a telephone conversation with him regarding this 
problem and I received his cable in time in order to make use or it 
for our discussion with von Biel. Since the details of the US-Lines' 
proposal and our answer are not known to anybody else I would 
appreciate if you would keep everything confidential since it would 
certainly endanger our discussions if BDL or Holland-America Line 
should hear from whet has been happenin between the US-Line and us 
from another source. 


hr. von Biel showed up in Hamburg and Bremen informi: g us of their 
latest conversations with holland-America Line and Black Diamond 

Line which resulted in an arreement amonrst all the Conference Lines 
hich I enclose under ho.l. This agreement has not yet been sisned 

but has been examined - if von Biel talks the truth - and in 

principal approved by the FuB. The US-Lines are very anxious to get us 







.into the conference and have as we already expected in New York prepar- 


ed other possibilities which may mect our wishes and induce us to 

join. These proposals have been laid down in the enclosure "0.2. 

You will see that points 1 - 7 are equal to memorandum Xo.l and only 

8 and 9 are additional. Accordin;; to von Biel also these points have 
been discussed with lawyers and with the #u3B and have been in principe: 


- accepted by the FuB. (It looks surprisine thet the PHB should have agr- 


ed to a sliding scale of brokerare according to the yearly amount 

of freight but von Biel definitely stated that Tibbot has had no 
objection.) . 

These additional points i.e. the higher orokerage have not been 
discussed with the other confererce lines. Von Biel made it a svecial 
point that under no circumstances the US-Lines would agree to a 
higher brokerage than 1.1/4. if the German lines would stay.outside. 
they are only prepared to give in with regard to this question if 
the German lines join the conference anu they will make it quite 
Clear to the other lines that this concession will only be made in 
order to induce the German lines to join. 


After having discussed this problem with sd, Vogler (andVogler) and I 
cane to the following decision: 


Hapag and Lloyd are prepared to join the Zastbound North Atlantic 
Conterence on basis of the US-Lines' memorandum No.2 under .the 


Fo atl 2 be viiafew 


70300 O— 61—pt. 3, vol. 1——-23 
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following conditions: 


1.The question ot differentials must be settled in a way that meets 
the wishes of the German lines. The German lines do not insist 
upon abolishing these differentials entirely but have to ask for 
equal rates to the Northern and Western ports for a list of 
various commodities for which the abolishment of differentials is 
absolutely essential. ; 


The Emergency Rate Committee should consist oi three lines only 

end decide with 2/3 majority (the chairman having no right to 

vote) and making definite decisions about rates without asking 

the owners. The Committee must have the ri;tht to induce fighting 

rates not only for substantial parcels but must have free 

hands to fight wieyer and hitsui the way they feel it effective 

of course without unnecessarily cutting the rates. The action of 

this committee is the deciding factor far the German lines' agreenen: 

to join respectively to remain in the conference. The German lines 

agree that membership in this committee should rotate but they 

demand that in the first period a German lines' representative 

being member of this committee in view of their best knowledge of 

Meyer's and Mitsuis' present methods. : 

3.The same Rate Committee as proposed in the memorandum for the 
Western ports must be set up for “amburg and Bremen. 


4.tamburg-America Line and Norddeutscher Lloyd make it a condition 
that the United States ‘evigation Co.being accepted as well as 
conference-member. (This of course is necessary for the B-service). 


5.The sliding scale for the payment of brokerage which is mentioned 
in the memorandum has to be fixed in a way that the important 
shippers get their 5%, the less important shippers 2.1/2% - 3.3/4 
and only. the small forwarders to remain on basis.of 1.1/4%. 


6.The a eanesay of this scheme has to be officially confirmed before 
the German lines are joining the conference. Hapag and Lloyd cannot 
run the risk to become members and being confronted lateron with 
the- fact that Washington does not approve to the scheme. If lateron 
an injunction should be decided against the scheme it has already 
now to be agreed amongst the conference members that in such a 
ease the brokerace qenerelly must be 5% for general cargo, only 
lower rated cargo to remain on basis of 1.1/4%. 


The forwarders and brokers not to wait until end of this year for 
their brokerace but measures and means to be found to pay the broker: 
round amounts on account. 


7.Within the conference the voting has to be changed to a majority 
vote, the unanimity vote only to stand for policy matters. * 


Mr. von Biel is now on its way to Paris and Rotterdam in order to 
discuss these possibilities with van den Toorn. ‘ie have made it 
quite clear that we are not prepared to again start discussions ané 
then having to listen to additional demands from van den Toorn in the 
course olf these discussions. Von Biel agreed to lay these conditions 
to which he agreed in principal on the table and ask van den Toorn 
to take it or leave it. 


tiay 1 again ask you to keep these developments confidential. 
You will hear from Vogler or me as soon us something new 
crops up. 


Sincenrbly 


{ 


yours, 
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DECLARATION sO THE NORTH ATLANTIC CONTINZNTAL FREIGHT Y 
CONFERENCE 


WHEREAS an emergency of disturbance of rates by non-members now 
exists in the trades covered by the North Atlantic Continental Freight 
Conference, Agreement No.4490, which, in the unanimous opinion of t 
nembers now merating to Antwerp, Amsterdam and Rotterdam warrants 
greater flexibility of rates, now, therefore, it is hereby 

DECLARED by the unanimous action of said group that an 
emergency exists within the meaning of eat the North Atlantic 
Continental Freight Conference Agreement, No. 4490, in respect to 
said Antwerp-Amsterdam-Rotterdam trade and said members have agreed 
upon the following action which, in their opinion, provides just and 
fair methods by which such competition may be mets 


1. An Emergency Rate Committee be, and it is hereby 
established, consisting of 


Holland America Line, Belgiari Line 
Black Diamond Liné, Cosmopolitan Line 
United States Lines and South Atlantic Steamship Line 


with power to secure freight parcels for said Conference 
lines at competitive rates. 


2. Decisions of such Committee to be taken by 3/4 majority 
vote under Chairmanship of the Conference Chairman. 


3. Decisions of the Committee to be telephoned by Conference 
Office to all members. 


4. Requests for a competitive rate shall be submitted the 
individual member lines or merchant and/or agent to the 
Conference Office who shall arrange for immediate action 
and decision by the Committee. 


i’ Requests for competitive rates shall be limited to - 


A) Substantial parcels of cargo for which a firm offer . 
\ X has been received and which cannot be secured at 
onre ce rates and, : 


B) Where the identity of the principal shipper (not 
forwarder) is known, or disclosed in the request, to 
the Comittee and, 


\ ¢) Where a definite shipping period is fixed. 


6. Rates so established by the Committee shall constitute the 
rates of the Group in respect to the commodities covered 
by said rates and for the definite shipping period, subject 
to the right of the Committee to further revise either the . 
rate or the shipping period. ‘ 


This Declaration of Emergency and the powers ted herein ‘ 
to the Emergency Rate Committee shall automatically terminate |; 
six months from the date it becomes effective by submission i 
to a meeting of the Conference, unless the parties hereto - \ 
unanimously agree by secret ballot to its extension for a . 
further specified period. Se 


« The parties to this Declaration reserve the right, by 
unanimous action, to amend or modify this Declaration by. 
giving written notice thereof to the Conference, ; 
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r DECLARATIO: 20 TiS NORTH ATLANTIC CONTINENTAL FREIGHT 23 s 
CU2 PaRENCE 


7 sBERAS an emergency of disturbance of rates by nonemembers now 
exists in the trades covered by the orth «tlartic Continental Freight 
Conference, Agreeent lio.4490, which, in the unanimous opinion of the 
members now meratinys to Antwerp, Amsterdam :nd hotterdam warrants 
greater flexibility of rates, now, therefore, it is hereby > 

BDsCLAnab by the unanimous actior of said group that an | 
emergency exists within the meaning of Article 3 of the Korth Atlantic 
Continental freight Conference /creetient, No. 4490, in renpect to 
said AntwerpeAnste:camiiotterdan trude and. said mezbers have agreed 
upon the following actior. which, in their opinion, provides just and 
fair nethods by which such coripetition may te nets 


1. An Emergency Rate Committee be, and it is hereby 
established, consisting; of 


2 Uolland America Line, Belgian Line 
Black Diamond Line, Cosnopolitun Line ' 
United States Lines and South Atlantio Steamship Line 


. with power to secure freicsht parcels for said Conference 
~~. lines at conpetitive rates. 


2. Decisions of euch Committee to be taken by 3/4 majority 
vote under Cheirmanship of the Conference Chairman. 


3. Decivions of the Comuittee to be telephoned by Conference 
Office to all nembers, . 


4. Requests for a competitive rate shall be submitted by the 
individual member lineg or merchant and/or agent to the 
Confererce Office who shall arranre for immediate action 
and dccision by the Conmittee. . 


5 Nequests for competitive rates shall be limited to - 


A) Substantial parcels of carso for which a firm offer 
a has been reccived and which can:o @ securou at fu 
onterence Tutes and, 


B) where the identity of the principal shipper (not 
forwarder) io known, or disclosed in the request, to 
the Comittee and, 


MX ¢)-there a definite chipping period 1s fixed. 


6. Rates so established by the Committee shall constitute the 
rates of the Group in respect to the commodities covered 
by said ratee and for the definite shipping period, subject 
to the right of the Committee to further revive either the 
rate or the shipping period. 


7. This Declaration of Emergency and the powers granted herein 
to the Emergency Committee shall automatically terminate 

xX six months from the date it becomes effective by submission 
to.a meeting of the Conference, unless the parties hereto 
unanimously agree by secret ballot to its extension for a 
further specified period. , 


8. Forwarders and Brokers to receive the following brokerage 
rom freight booked and shipped, not including Graim and - 
Coal, by them with Conference vessels for the next twelve 
months. 
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Preight revenue 1-1/4% 
to " 
to " 
and more _ 


Applications for brokerage over 1-1/4%4 have to be filed with 
the Conference Office supported-by brokerage notes for all 
shipments executed during the: past 12 months by vessels of the 
Conference member lines and will be paid by the Conference 
Office. 

The Conrerence Office will charge the individual member lines 
for their share of additional brokerare to be paid. This 
increased brokerage shall automatically terminate 12 months 
from the date it becomes effective by submission to a meeting 
of the Conference, unless the parties hereto unanimously agree 
by secret ballot to its extension for a further specified period. 
If, however, extended, the above mentioned scale of increased- 
brokerage for the indicated minimum freight revenues shipped, 
must start again from a new build-up in freight revenue. 


9.The parties to this Declaration reserve the right, by unanimous 
action, to amend or modify this Veclaration by giving written 
notice thereof to the Conference, 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


USNAV 


(SY, 


RICHARD BERTRAM 
NORDLLOYD 


MET THURSDAY VANHOUTEN MAAS RAND VONBIEL ANDREWS AND AGREED 
SUBJECT YOUR APPROVAL FAMX WHICH ASSUME WE HAVE EACH LINE 
SUBMITS TO ANDREWS MONDAY WHO 3 HOLDS CONFIDENTIAL LISTS OF 
FIRST 100 BROKERS RANKED ACCORDING TO SIZE OF BOOKINGS 1954 

FOR COORDINATION INTO MASTER LIST OF FIRST 100 SHOWING NAMES 

GROSS FREIGHTS EXX FOR BASIS DECIDING TUESDAY HOW MANY SHOULD 
QUALIFY FOR TOP BRACKET AND FOR LOWER BEX BRACKET STOP GUIDANCE 
WE NOW PAYING TOP TO 102 AND HAVE TOLD THEM WE WANTED ABOUT 

THIS NUMBER IN TOP BRACKET STOP CONSIDER ADVISABLE TRY FOR 
MAXIMUM K POSSIBLE FOR TOP BRACKET PRIOR AUIKR AGREEING JOIN STOP 
WHEN OUR LISTS FINISHED WILL BE BETTER ABLE DETERMINE HOW MUCH 
WE DARE REDUCE OUR FIGURE STOP BELIEVE THIS ONLY OUTSTANDING POINT 
REQUIRING AGREEMENT PRIOR OUR APPLICATIONS ALTHOUGH YOUR LETTER 
DIFFERENTIALS NOT KK YET RECEIVED STOP GUIDANCE YOU MAY RECEIVE 
PRESSURE FROM VANDENITOORN TO REDUCE OUR FIGURE SINCE THEY 
PROBABLY PREFER ABOUT TEN STOP WE MINDFUL GENERAL PROPOSAL 


MEANS INCREASE AND GOOD NEWS FOR THEIR SUPPORTERS WHILE MEANING 


REDUCE ALL OUR SUPPORTERS NOT IN TOP BRACKET HOWEVER BELIEVE 


WE CAN REACH ACCEPTABLE COMPROMISE STOP REPEAT HAPAG 


OELSNER 


LPO kKERS 
- o> o 

Taek ANQDQHEN s cr THe Freed i 
A 4s ae : 


gue * 


= oo sF 
who Parner te 7 


a 


GHOSS FRE 1,678 
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EO JR DRAFT OF CABLE May 2, 1955 
NORDLLOYD 
BREMEN 
BERTRAM YOUR LETTER APRIL 26th APPRECIATE YOUR VIEWS FOLLOWING 
l. Do we first insist on mutual agreements on freight amounts paragraph numbered 
TWO BEFORE CARRYING OUT FIFTH PARAGRAPH PAGE THREE AS INDICATED 
PARAGRAPH NUMBERED NINE OR HAVE YOU AGREED TO LEAVE Ta TO 
SUBSEQUENT UNANIMOUS VOTE AFTER WE ARE COMMITTED OR IS THIS 
QUESTION STILL TO BE DECIDED. OUR FEELING WE SHOULD FAVOR AT 
LEAST TWENTY POSSIBLY THIRTY FIRMS IN TOP BRACKET WITH PROVISION 
THAT CARRIERS MAY PAY UP TO REPEAT UP TO THE SCALES ESTABLISHED 
PERMITTING AVOIDANCE OF TOP PAYMENTS TO NON-CONTROLLERS OF 
CARGOES. HOWEVER DISADVANTAGE MENTIONED BY US PREVIOUSLY MAKE 
EFFECTIVE AGKK OPERATION OF PROPOSED SCALE SYSTEM VERY DIFFICULT 
AGAINST EXISTING STRAIGHTFORWARD SYSTEM OF COMPETITION ASIDE FROM 


LEGALITY QUESTION. BELIEVE PROVISIONAL PAYMENTS PENDING YEAR END 


CALCULATIONS UNATTRACTIVE TO TRADE, S@8*2. PARAGRAPH NUMBERED K&N 
5 FOUR 


SEE NO LEGAL CONNECTION BETWEEN AMENDING VOTING CLAUSE AND USE OF 
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DUAL RATE CONTRACTS THEREFORE WE WOULD CONSIDER ADIVSABLE WE 
REQUEST AMENDMENT PRIOR TO OUR COMMITMENT IF YOU DO NOT OBJECT. 
3. PARAGRAPH FIVE SUGGEST LEAVE BOOKINGS OUR DISCRETION RATHER 
THAN MAKING AGREEMENT REQUIRING FILING, 4. NINTH PARAGRAPH 


OUR 
ASSUME SUBJECT @U@)RREGEMEBARIEEE ANS OUTSTANDING CONTRACTS 
AND TARIFFS WHICH PROVIDE QUOTATIONS GOOD FOR SIXTY DAYS. 


RRQUEBINE XXXXXXBAES NON IOE OP ORANOK 5. GENERALLY 
SPEAKING IF GIVEN FREE HAND W BELIEVE WE AND/OR MEYER WILL 

HAVE LITTLE DIFFICULTY COMPETING AGAINST CONFERENCE EMERGENCY 
PORT COMMITTEES SINCE THEY ONLY APPLY TO PARCELS FURTHERMORE 
THEY ONLY MEET COMPETITIVE RATES INSTEAD OF CUTTING BELOW 


THEREFORE FORWARDERS AT EQUAL RATES WILL CONTINUE SUPPORT LINES 


RAXMEET PAYING DEFINITELY HIGHER BROKERAGE, THEREFORE WE 
FAVOR REQUESTING CONFERENCE GIVE DEFINITE PRIOR ASSURANCE 


DIT OU-OONT Dis BAREORCING GOM E TRULEY POM eT LL. 
REFERENCE PARAGRAPHS TWO AND FOUR IF YOU AGREE STOP WE FEEL 


BALERS POPOL DP LOE LS OPPS 


YOUR LETTER CREATES GOOD BASIS FOR FUTURE EASTBOUND IF RAND 
WILLING COOPERATE PARAGRAPHS TWO AND FOUR BUT FEAR VON BIEL NOT 


SURE OF RANDS SUPPORT 
OELSNER 
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Mr. Werner Traber 
Hamburg Amerika Linie 
Ballindamm 25 

Hamburg l, Germany 


Dear Werner: 


WW VU SNAV 
+30) 


May 4, 1955 


TRE gy 


mr = 
ses a 
et. 1M 


The attached is self-explanatory. Hope you are 


Best regards, 
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May 4, 1955 


PHIGINAL oF ale mal 


Mr. Richard Bertram 
Norddeutscher Lloyd 
Gustav Deetjen Allee 4 
Bremen, Germany 


Dear Richard: 


I assume that our teletype messages have been repeated 
to Hapag, so there is no need for breaking the existing custom and 
confirming teletypes by letter. 


I have just had a conversation with Bill Rand concerning 
the proposed brokerage scale. He says that von Biel is not back yet and 
although he is not ready to go into detailed discussions until he has 
talked to him, it is his idea that 5% brokerage would not be paid out toa. 
large or important forwarder until his volume had reached a certain level 
and that uatil that level is reached, the broker would receive only 1-1/4. 
This type of brokerage would be most unpopular with a large broker who 
would automatically get a definite 57 and often 7-1/2% {rom Meyer as 
opposed to a “maybe” 5% from a Conference line. Rand felt that the fact 
that we would te removing four non-Conference sailings from the berth 
would bring the broker into the Conference fold regardless of this 
disadvantage, while I expressed the opinion that only those forwarders 
would come into the Conference fold who were unable to oLltain Meyer and 
Mitsui space under such circumstances. 


The real danger to the Conference lines would occur, 
I suggested, with regard to the smaller brokers unable to definitely 
know whether or not they had enough business to qualify for top brokerage. 
As a matter of fact, the proposed sliding scale is contrived to automa- 
tically prevent most of the small brokers from getting 5%. Under such 
circumstances, it is not difficult to assume that the small broker would 
do everything possible to avoid shipping on a Conference vessel since he 
is 150% sure of not getting the brokerage definitely offered to him by 
Meyer and Mitsui. Can we afford to definitely alienate this section of the 
shipping market’ The loud and bitter complaints by most of the shipping 
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public to this proposed system is easily anticipated. Although I did not 
say 80 to Rand, I frankly cannot imagine a more impractical and 
potentially unpopular brokerage system. Rand agreed that some thought 
will have to be given to this feature. As! understand it, this was 
basically a United States Lines idea and it is up to them to suggest a 
practical working basis for the scheme. I think Rand already realises 
that there are unforeseen difficulties involved. 


I did not discuss the three-quarter vote question with 
Rand, leaving this for our later talms. It is our considered opinion, 
however, that their reasons for'not altering the prescnt voting clause 
of the basic agreement are distinctly unimpressive. We see no reason 
why the submission of a proposed amendment to one clause of an existing 
agreement should, in any way, cause the cancellation of the complete 
basic agreement. As a matter of fact, there is no reason why the amend- 
ment cannot be submitted in such a form so that it is expressly made 
subject to no cancellation of the basic agreement being involved. As you 
know, most UY. S. Conferences do not have a unanimous voting rule and 
the amendment of such a rule should set no unattractive precedent from 
the Federal Maritime Board point of view. 


The question of changing the existing unanimous vote 
rule of the Conference may have some importance, since it appears that 
any action we may eucceed in passing through the German port committee 
can be blocked by any two votes in the Benelux port committee, which 
would avparently refer the matter to the Conference as a whole where the 
unanimous vote provision would automatically defeat our objective. 

With a three-quarter vote provision applying to the Conference as a whole, 
we might have some chance of success whenever a conflict of opinion 
arises between the two port committees. The United States Lines would 
thus be able to block all rate reductions if they can depend upon one line 

to vote with them in either port committee. My apprehensions may be 
exaggerated and I gather from your teletype of May 4th, which has just 
arrived, that you do not want us to hold out for an amendment of the 
Conference unanimous vote clause prior to our application, 


There is no question but that the decisica of you and 
Werner Traber to remain out of the Conference for the last two years 
has given Hapag/Lioyd well over a million dollars in additional profits, 
If general trade conditions are deteriorating to the extent that the 
Conference now has to fight for cargoes by lowering rates and by other 
means, it is going to be very difficult to stop such a fight from becoming 
8 losing proposition to most of the lines in the trade regardless of whether 
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we join or not, and we naturally wish to take the course of action which 
enables us to best ride out the storm. If the Conference is not willing 
to take competitive action, I think we are safest outside the Conference. 
If the Conference is willing to take competitive action as proposed by us, 
we are probably better off in the Conference. If the Conference will 
actually perform as indicated by von Biel and Dockendorff, your 
agreement should enable us to maintain our objectives. We have some 
doubts as to whether Rand will back up von Biel, but will do our utmost 
to obtain their agreement to the provision@of the preliminary agreement 
outlined by you. 


Rand says he will call us ae soon as he is ready to talk 
and we will keep you immediately posted. 


Yours sincerely, 


EO Jr:d 


cc: Mr. Werner Traber 
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UNITED STATES NAVIGATION COMPANY, INC. 
INTER-OFFICE CORRESPONDENCE 


- 


May 10, 1955 


E.H.E. 


E.0.JR. 
E.L.V. 
H.H.S. 
R.E.M. 


0.V.P. 


» Conference and no f 
to eodseee and officially join this Conference. 


Will you please request the solicitors to contact their accvants 
(thelr top accounts first) wita the idea of tipping them off as 
to what is liable to happen within the next month. While Hapag 
and Lloyd are not in the Conference as yet, the writer would say 
taat they are about 80% committed, Brief the boys along so that 
they know what to say. The writer will quote below herein the 
essence of what should be told to the brokers. 


"As you know the North Atlantic Freight Conference 

has been trying to force Hapag and Lloyd to join 
their Conference for quite some time and the time 

has now arrived when Hapag and Lloyd will have no 
other alternative but to join the Conference, 

They are fearful of a general rate war which the 
German Lines cannot afford at the nese time. 

Ra the perious rate pag and oyd 
are cop idering JoTnine but not bafioe Litem lly 
ar eed D n oY 5 paid 
othe broker apt foxmarders. a bare rying 

to convince the line b of 5% be paid 
to all the bro Ne do “not ‘knew yet how a 

De OC feel Chae BC 

n the Confé renceta brokerage po cy will be 


‘ 
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PROPOSED WORKING ARRANGEMENT 


L. Brokerage divisions to provide 5% brokerage payable on all 
cargoes paying te-enccan of $20. 00 per Lae and 2-1/2% on ‘all cargoes 


paying less than $20. 00 per ton. */n 


Pa 


2, A satisfactory commitment by the Conference Lines agreeing 
to appoint the following special committee: - 
\ 


Holland-America Line 
United States Lines 


\ 


with full Conference authority to carry on further negotiations with respect 


to Conference membership and to amend the Emergency Declarations as 


discussed and agreed, and mee further agreed that if such agreement, or 
, \ 


any part thereof, be found unworkable at any time, then a different brokerage 
provision shall be immediately put into effect by the Conference which shall 
provide that brokerage may be bale @ toa waasimum of 5%, and in no event 
less than 1-1/4%, to all brokers and/or b bios ey, 

3. In the enue of conflict between the two Emergency Port Committees, 
it is understood that agreements reached by the German Port Committee 
cannot be over-ridden by the Benelux Port Committee or by the Conference 


as a whole on rate and brokerage matters, 


4. It is further agreed by all the member lines that a special 


committee of the Holland-America Line and United States Lines has the full 


Conference authority to confirm the agreement reached at Nice and 
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subsequently concerning the elimination of differentials on fresh fruit, 
steel plates, tinplate, hides, non-ferrous metals including scrap, and 
packing house products. 

5. In the event it is subsequently discovered that the above agreed 
on brokerage system is impractical, the lines agree that a substitute system 
will immediately be put into effect which will provide that 5% brokerage is 
payable to (A) at least 25 of the most important forwarders, or 

(B) on at least 62% of the freight earnings of the Conference Lines 
as a whole, or 
(C) at least 50% of the payable tons of all the lines as a whole. 
It is further understood that all brokerage questions are in the exclusive 


province of the Emergency Rate Committees. 
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May 17, 1953 
Messrs. Andrews, Mase, vea Biel 


Mr. Oclener 


Attached hereto is cur memorandum of May 17th which is 
self-explanatory. I attempted to reach some of you by telephone explaining 
why we have had to add a phrase to Paragraph f10 in order to avoid being 
required to carry two articles or commodities at two different rates on any one 
of our ships. We are cabling Germany for their approval of this new 
Clause #19 since it gives a concession beyond what they had originally 


intended. 
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L Spirit of agreement with the German lines ie that the - 
Genbenense ai GEGUOsROES SOLVERS SI Seen enemy 


2. Brokerage scale te provide $4 brokerage payable on all 
cargoes paying $21. 00 or more per ton W/M; 2-1/2% on all cargoes paying 
from $18, V0 to $26. 99 per ton W/M; and 1-1/4% payable on all cargoes 
carried at rate of $17.93 or less, with the following exceptions spanapowenps 
Rotterdam rate basis to the entire Homburg/Agnmere range): 

No brokerage in excese of 1-1/4% shall be payable upoa the following: 
K.D., Boxed, and Unboxed Autos, Trucks, Accessories and Parts 
Refrigerated Cargo 
Grain, Soya Beans, etc. 
Bulk Oils 

' Airplanes and Parte eat 
: 4 ees ae ts . 
No brokerage will be payable oa the ie falawings 
M.S, T. 3. cargo " ‘ 
M,.D.A.P. cargo anes 
Gold, Silver and Bullies * “ 
Arbitraries Zee 


No brokerage will be paid outside the United States 


Special provision in tariff will except Coal and Coke from brokerage 
rule above 


3. In the event it is subsequently discovered that the above 
agreed on brokerage system is impractical, the lines agree that a substitute 
system will immediately be put into effect which will provide that 5% 
brokerage is ore to (A) 25 of the most important forwarders, or 

A (B) on approximately 60% of the freight earnings 
of the Conference Lines as a whole, or 
(C) on approximately 50% of the payable tons of 
all the lines as a whole. 
It is further understood that all brokerage questions are in the exclusive 
province of the Emergency Rate Committees, during the life of said 
committees, 


4. In the event of conflict between the two Emergency Port 
Cemmittees, it te understood that agreements reached by the German Port 
Committee cannot be over-ridden by the Benelux Port Committee, or vice 
versa, or by the Conference as & whole on rate and brokerage matters, 


! 
4 


70300 O—61—pt. 3, vol. 1———24 
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$. Emergency Rate Committee to be maintained: 


(a) BENELUX PORTS GF JP - 
Belgiaa Line 
3.D. L. 
Cosmopolitan Line 
Bapag ) two members with 
N.D.L.) one vote only 
HA, L. 
v.8.L. ; 

: 6 votes 3/4 majority: 5 votes will carry 


(b) GERMAN PORTS GROUP - 
B.D. L. 
HAPAG 
HLA. L, 
N.D, L. 
U.S.L. 
$ votes 3/4 majority; 4 votes will carry 


; 6. Termination of Emergency Committee aad increased 
brokerage - 


After 12 months the Emergency Rate Committee and brokerage 
system shall automatically terminate unless extended for further 
periods by 3,4 majority vote. 


(The object is that these committees should not be terminated as 
long as serious outside competition exists. ) 


7. Basic Agreement 4490 - 


Voting on rate matters to be changed to 3/4 majority as soon as 
advisable, 


6. Differentials between German ports and Antwerp/ 
Rotterdam/Amsterdam ports shall be eliminated on the following commodities: 


1. Fresh Fruit (non-reefer)  <o— <.~ & #/n/h. 

2. Steel plates —o 

3. Tinplate a a woe 

4. Hides rae 

5. Non-Ferrous metals including scrap 
Packing house products (non-reefer) 


On the last three items mentioned above, however, it is agreed that on 
shipments moving through Antwerp; Rotterdam / Amsterdam the lines may 
refund to consignee inland Gifferentiate up to masimum of present ocean 
tariff differentials. \ 


\a re Nate 
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9. German lines and United States Navigation Co. will apply 
for Conference membership promptly after receiving satisfactory confirma- 
tion from the Conference Lines or their qualified spokesman that they agree 
with the provisions of this memorandum, 


-er 


19. The applications of the German lines and of United States 

Navigation Co. will be effective ae soon as accepted by the Conference. 

Conference rates, rules and regulations will not be applicable to ships 
commencing eastbound voyages prior to June 30, 1955. However, it is 
understood that any bona fide sales made by shippers or consignees for 
shipment on vessels (of the German lines and of United States Navigation 
car) during 5 Suby may be protected at-their present rates, and that theis~ 
other July bookings will be at Conference rates, so far as consistent with 
existing United Statee law. It is also understood that all forward commit- 
ments will te carried out which extend beyond July 31; 1955 and that these 
commitments will be tabled with the Conierence. 
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£ AICMARY BERTRAM | . : leis 4 
‘ m * Merddeutecher Lieyd etc eet: 17tGyiay 1255 wh 


ie - Read. | {7 20/ (fa 


Mr. 


Ed. Oelsner Jr. 

United States Navigation Co.Inc. 
17, pment Place 

Whitehall Building 


New York 4 


Dear Ed, 


The schedule for the Iufthansa-flight which I have to join 
is definitely fixed. se shall arrive on 2nd of June at 9:50 
and leave on 4th of June at 19:00. Unfortunately 1 have to 
accompany our l‘inistre of Transport on the 3rd to wastington 
and have to attend a dirner-party on the ond at the “‘aldorf. 

I therefore shall only be available for Gur discussion on the 
2nd after 2y arrival until late in the afternoon and on the 
4th after having returned from sashington until the departure 
of the plane. 


The Lufthars: has undertaken to «sake hotel-reservation in the 
Hotel Roosevelt and if you should not feel that it may be better 
to separate from the other crowd to ret more privacy for our 
discussion I an going to take advantage ot this reservation 

in the Hotel Roosevelt. Utherwise I leave it to you to pick 

out some other place since I am not bound to stay with all the 
other people joining the flight but as’far as I can see it, it 
does not make much difference one or the other way. You will 
imagine that I am very keen seeing, you and Jack in order to 
discuss with you our mutual problems especially arising from 
the joining of the Conference and I hope you cn arrange to spar 
some hourg for me on the 2nd and on the 4th. 


Last week I was not in Bremen since 1 had to attend the South 
Pacific Meeting ( fortunately we had a good success since Ilapag 
and Lloyd got the permit Zor 15 more sailings per year (inspite 
of our er eatt conference agreement still bei ng in force until 
middle of 1956). I was, however, always in touch with the office 
and I was vay much interested in. your v2rious telexes. 


Personally I am not so sure that the CGT will agree what has 
been sug;ested by 211 the other conference lines. I met their 
representative at the South Pacific Conference at Baden-Baden 
and inspite of the fact that van den Toorn and the US-Lines’ 
representative in London asked me by telegram to press upon 

him for his approval 1 certainly did not such thing but merely 
discussed the pros end cone with him in a very impartial way. 
After all we are not the interested party to speed up the decisi 
but the conference lines. 


“ith regard to the new scale for the brokerare I quite agree to 
your proposal as long as you feel that our interests with regan 
to the brokers and the conference are covered. with regard to 
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our conmitments the conference lines have to accept the 
position that -lapas una Lloyd cannot fet away from quotations 
which have been riven out and which huve to he honoured 

until Zlst of July if shippers are boohinz curso on basis of 
these quotations. As iar as i can see it accordinz to Nice 

we aré cummitted to make cur menbership elective as Trom the 
date cf acceptance of our application and that we kave to 
quote conference rates as fren this date. «ith regurd to the 
carge shipred on our boats there will be, however, until end 
of July a "Status in between" as lYollows: 


1. Definite commitments which have to te tatled utd whicr =re 
open for all other conference -lines. 


9 


2. firm bookings which are not booked for a certain ship but 
accepted for shipment until erd of duly. These have to ve 
tat tT 


atled and are open for all other conference lines. 


which huve been mude for « specin] departure within 
next few weeks. These are not open ior the other 
ee::ference lines but have to te uccepted we2 commitients 
which cannot be changed any more. 
4. sn yous part ar.d cn our part retes Rave 
tor various articles with the understanei 
are etrective for shiprient until end of 
Yirm bookinz has been mauve wlovd and Mape,; : 
this cargo et old rates if shippers want % the carro 
for shipme:t until ena of vuly. fhis state of affsirs ney 
not be very pleasant to the other conference lines but I 
cannot see how it can be evoided and after all it is only 
a short intermediate period which will ve overcome es frow 
tne ist of Auerust. Besides there still remains the uncertainty 
whether legeliy we can accept difverent reates tor the sawe 
conuodity and the same ship. If this should prove to be 
illezal then we have to accept the situation that in praxis 
for at least 90% of the curgo on board of our ships conference 
“Pat@s Will apply only as frou lst of august. after ell this 
is not worse for the conference lines than the present 
situation und if this lesal obstacle exists urtil Ist of 
Ausust they have to accept it whether they like it or not. 


Lookine forward to see you on the 2nd of June 


sincerely yours, 





x 
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UNITED STATES NAVIGATION COMPANY, INC. 
INTER-OFFICE CORRESPONDENCE 


May 19, 1955 


R. E. M, 


E. L. V. 
4V.P 
E. H, E, 
H, H. 8. 


E,O,, JR. 


FUTURE RATE QUOTATIONS 


Oscar will be talking to you about the policy which we must 
follow in the future with regard to rate quotations and brokerages. Since 
it is a rather complicated subject, I want to give you a brief summary of 
the conditions to which we have agreed with the Conference Lines and which 
can be developed in more detail conversationally between you and Cecar., 


Briefly, we have agreed that the applications for Conference 
membership of the German Lines and of United “tates Navigation Co. Inc. 
will be effective as scon as accepted by the Conference. Conference rates, 
rules and regulations wy, *ss - applicable to our ships commencing eastbound 
voyages prior to Idne ie However, it is understood that any bona fide 
sales made by ahi tahes ct or ee neces for shipment on our vessels during 
July may be protected at their present rates, and that our other July ‘4 
bookings will be at conference rates, so far as consistent with existing United 
States law. It is aleo understood that all forward coinmitments will be 
carried out which extend beyond July 31, 1)55 and that these cormmitments 
will be tabled with the Conference. 


Cur applications were accepted by the Conference Lines 
Thursday, May 1lCth, and we are therefore bound by the above paragraph. 
Thus although we are now members of the Morth Atlantic Continental Freight 
Conference, you can continue booking and quoting with complete freedom 
and do not have to pay any attention to the Conference rates or «rokerage 
revulations with regard to all ships beginning their eastbound voyage from 
Baltimore icfore July lst.. Ships sailing from Ualtimore after Julylst are 
supposed to te booked at Conference rat: unless shipper complains that he 


te 
yey 
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has made business commitments based on our non-Conference tariff or on 

our non-Conference quotations which normally are supposed to be good for 

sixty days. In other words, since we have been quoting non-Conference 

rates both on this side of the Atlantic and in Europe good until July 3ist, 

it is quite possible that shippers and/or consignees who have not actually 

contacted us have been developing business, assuming that our non-Conference 

rates were good. We feel we cannot suddenly tell these people that their 

assumption is wrong. Our agreement with the Conference, as you will note / 
above, permits us to book cargo on ships sailing in July (from any port) at our | vst 
present non-Conference rates. While our agreement stipulates that it covers aan. 
vona fide sales made by shippers cf consigneas, we must also accept any —T 
strong indication from a shipper that he had been working on the basis of our 


:ates which are normally good for sixty days, ve him the benefit of our 
non-Confgrencg rates. pus we 7 . - 
ron-congronga ats Vp mt 34H Hive fe Cecig ih 7 fanc gem Pe 


Furthermore, when a shipper who has not been working on 
any such assumption makes a booking with us for a commodity which has - 
already been booked at our lower than Conference rate, on the same ship, 
we naturally cannot carry the two bookings of the same commodity on the : 
same ship at two different rates, and therefore the lower rate must also be 
given to the latter shipper who actually had no prior commitment from us at 
the lower rate. The thing to avoid is having two rates on the same commodity 
on the same ship, which means that if only one shipper should get the less 
than Conference rate from us, then we must give the same low rate to all 
other shippers on the same ship of the same commodity. This applies, of 
course, to July shipment only. 


With regard to shipments loaded after July 31, 1955, we no 
longer have to recognize that our former less than Conference quotations or 
tariff give z shipper any excuse for getting a less than Conference rate. 
Similarly, there will te no danger of having to reduce a rate because of a 
previous booking of the same commodity at a non-Conference rate, The only 
possible exception to this would Le with regard to the four long-term contracts 
which we and Hapag; Lloyd have extending beyond July 3lst, and you will see 
that we have retained our right to avoid breaking any United States Laws, 

By this we mean we retain our right to avoid carrying the same commodity on 
the same ship at two different rates. If you feel that a conflict may occur /° 
because of these four forward commitments, I think you, Vee and Oscar | 
should have a careful discussion of the matter vefore any acSion is taken to 
give out a less than Conierence rate after August lst, | 


The above is being dictated rather rapidly and on examination 
after typing you may find unclear statements requiring revision or amplifica- 
tion, in which case I wish you would make the necessary corrections 30 that a 
memo on this subject can be typed up again with copies going to Germany so 
that they are fully advised of the policy we are following in this matter. 


d 





ey Ht eal 

ghia tif iets 3 
getty See bili 

ti ists tDaie 


lhe vats $2232 


et 


6 payments would 
to all freight except 


Exempted 
at ain 


fe 


zl i Td at 


LP) <20ue. to Some ruses 
eee he meena 


$21 or more per ton will earn 5 per ‘i 


In addition to these 


ve Fee Seale_| 


s 
ial 


JOURNAL OF COMMERCE 


wD 
S 
_ 
«= 
e 
MD 
2 
a 
Z 
— 
a 
= 
3 
y 
o 
a 
fe 
Z 
_ 
DM 
a 
a 
= 
a 
© 
rs 
2 
Ps 
= 
© 
a 
© 
Zz 
© 
a 


By JACQUES NEVARD 


Big Ship Conference Sets 


New Brokera 


348 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 349 


Mr. Materz. Mr. Hopkins, we will return in a few moments to this 
matter of gentlemen’s agreements, together with a number of other 
matters. But I would like to ask you this: Is it the policy of North 
German Lloyd and Hamburg-American Line to charge rates based on 
their conference agreement ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Do these German carriers have any policy of providing 
secret rebates ? 

Mr. Hopkins. No, sir; not tomy knowledge. 

Mr. Materz. You would know whether there were any rebates in 
the past few years, if they were effected in the United States? 

Mr. Horxkrns. Yes, sir. 

Mr. Maurrz. Let me ask you this: In the Great Lakes trade, has it 
been the policy of Hapag/Lloyd, at least since 1959—not just a prac- 
tice, but the policy of Hapag/Lloyd, at least since 1959—to pay rebates 


to es 
Mr. Horxrns. No, sir. 


Mr. Maerz. Has it been the policy of Hapag/Lloyd in the Great 
Lakes trade to pay rebates through special and private deals? 

Mr. Hopxrns. No, sir. 

Mr. Materz. I would direct your attention to a document that you 
were good enough to make available to this committee, dated March 6, 
1959. This is addressed to Mr. Oelsner. The signature on my copy 
is illegible. 

Mr. Chairman, may I read the first four paragraphs of this letter? 

Who is the author of this letter, by the way? 

Mr. Hopxins. Mr. Gautier. 

Mr. Maerz. Who is Mr. Gautier ? 

Mr. Hopxrns. He is one of the officials of North German Lloyd in 
Bremen. 

Mr. Maerz. And this is a letter that he wrote dated March 6, 1959, 
to Mr. Oelsner? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. This is captioned “Great Lakes”. 

Today we beg to refer to your letter of February 17, to which we prefer 
to answer personally and privately. 

Our overall rate policy for this season is and will be to try to get as big a 
share as possible of the cargoes moving, and we are perfectly aware that in 
order to achieve this aim we will have to attack left and right. 

It stands to reason that our special efforts should be directed to the better- 
paying cargo. We are quite prepared to make sacrifices if necessary, even if 
this should bring the rate down to seaboard level. 

To make ourselves clear, we are speaking of special and private deals, and 
not about the official rate policy in the conference. As far as the official rate 
policy is concerned we have still the same view as previously, and nothing 
has changed. 

What. is your comment ? 

Mr. Horxrns. I do not know what Mr. Gautier is referring to in 
this letter. It may have been Canadian traffic. I don’t know. 

Mr. Maerz. You don’t know what he was referring to? Did you 
see this letter ? 

Mr. Hopkins. Yes; I have it right here. 

Mr. Maerz. You have the letter now. Had you seen it before it 
was supplied to the committee ? 
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Mr. Hopkins. I beg your pardon, I probably did, because this was 
1959. I did not remember it until it was taken by the committee. 

Mr. Mauerz. Mr. Gautier was indicating that it was the policy 
of North German Lloyd to get as much of the better paying cargo 
from the Great Lakes ports as possible, even if special and private 
deals had to be made, isn’t that correct, isn’t that what he is saying? 

Mr. Hopxins. At that time, Mr. Maletz, I believe that Hapag/ 
Lloyd were considering withdrawal from the Great Lakes Conference, 

Mr. Maerz. But it was a member at that time ? 

Mr. Hopkins. It was a member at that time. Whether or not they 
were talking about what they would do if they withdrew I do not 
know. I am not clear what he was talking about here. 

Mr. Maerz. Did Hapag/Lloyd withdraw? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. When? 

Mr. Hopxtns. I am sorry, the date escapes me. We can check 
it for you. 

Mr. Maerz. I beg your pardon? 

Mr. Horxtns. I can check the date. But they did withdraw from 
the Great Lakes Conference, yes, and later rejoined. 

Mr. Marerz. And later rejoined ? 

Mr. Hopkins. Yes. 

Mr. Maerz. For how long a period did they withdraw ? 

Mr. Hopkins. Just for a short time, Mr. Maletz. 

Mr. Maerz. Weren’t Mr. Gautier’s instructions to get this better- 
paying cargo even if sacrifices had to be made in terms of special and 
private deals? Isn’t this what Mr. Gautier is saying in his letter? 

Mr. Hopkins. It can be read that way. 

Mr. Materz. How else can you read it ? 

Mr. Hopkins. It could be read that he wished us to be able to obtain 
cargo if the Hapag/Lloyd left the conference, and we should then con- 
centrate on better-paying cargo, and high-paying cargo. 

Mr. Matetz. Where does it indicate that ? 

The Cuatrman, Isn’t this a situation where you agree to charge 
rates specified by the terms of a conference, and now we have a re- 
sponsible official saying that there should be departure from these rates 
by secret deals and secret agreements. Isn’t that what the letter says, 
in effect isn’t that the story ¢ 

Mr. Horxrns. It can be read that way, Mr. Chairman. But I have 
no knowledge of any special deals or arrangements having been made. 

The CuHatrman. What would be the need for having him say— 
what is the term ? 

Mr. Knapp. Private. 

The Crarrman. What would be the need for saying, “We are speak- 
ing of special and private deals” ? 

There was in effect a conference which fixed rates. What would 
be the need of writing such a communication concerning Great Lakes 
rates if there wasn’t an attempt to depart from the rates fixed by the 
conference, by this method of secret deals? 

Mr. Hopxins. Unless it referred to a policy when they left the 
conference. 

Mr. Marerz. Where does it say that in the letter ? 
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Mr. Hopxtns. It doesn’t say that, no, sir. 
The Cuairman. I am afraid the letter will have to speak for it- 
self, for whatever it may be worth. And this matter will be referred 
to the Federal Maritime Board and the Department of Justice. 
(The document referred to is as follows :) 
Marcu 6, 1959. 


Mr. Ep O§ELSNER, Jr. 
U.S. Navigation Co., Inc., 
New York, N.Y. 


GREAT LAKES 





DEAR Ep.: Today we beg to refer to your letter of February 17, to which we 
prefer to answer personally and privately. 

Our overall rate policy for this season is and will be to try to get as big 
a share as possible of the cargoes moving, and we are perfectly aware that in 
order to achieve this aim we will have to attack left and right. 

It stands to reason that our special efforts should be directed to the better 
paying cargo. We are quite prepared to make sacrifices if necessary, even if 
this should bring the rate down to seaboard level. 

To make ourselves clear, we are speaking of special and private deals, and 
not about the official rate policy in the conference. As far as the official rate 
policy is concerned we have still the same view as previously, and nothing has 
changed. 

As regards the seaway tolls we definitely don’t even want to play with the 
possibility of absorbing the tolls into the rate system. Unless we keep the 
arguments alike on these tolls by making a separate charge and by showing 
them separately in the manifests the public will lose any interest in this subject 
the very minute the lines are absorbing these tolls. 

This is the underlying reason for our conference and other conferences too, 
to insist on showing the tolls separately. We realize the inconvenience, but 
this cannot be helped. 

In the third paragraph you are criticizing the system of the owners com- 
mittee. We do not deny that it is causing some delay to refer matters of im- 
portance to this committee, but for reasons of policy we want to maintain this 
system which permits the owners to exercise a better control on the overall 
policy. 

When you and Hoppy were here last time we discussed the subject of attend- 
ing conferences in Chicago and Montreal, and we felt that these conferences, 
as long as there is not something very special on the agenda, could easily be 
covered by Mr. Thom and Mr. Thorssen. As the agendas are available days 
before the meeting starts a close supervision is possible from New York anyway. 
We wonder whether Mr. Seifarts’ qualities could not be used for much better 
advantage in contacting shippers and consignees. 

If we want to achieve our aim we must develop much more activity in es- 
tablishing friendly contacts with the customers, and if our judgment does not 
fail us Mr. Seifarts should be the right man to do that. 

Please, therefore, consider the above recommendation. 

With best regards, 

Yours, 


Mr. Materz. I think, as you have previously testified, in May 1955 
Hapag/Lloyd became members of the North Atlantic/Continental 
Freight Conference; is that right ? 

Mr. Hopkins. Yes, sir. 

Mr. Mauerz. Hapag/Lloyd agreed, did it not, to abide by the 
= of the conference in connection with the payment of brokerage 

ees ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. That was the brokerage scale that we have been dis- 
cussing ; is that right? 

Mr. Hopkins. Yes. 


352 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Matetz. Is it not a fact, though, that Hapag/Lloyd, even after 
that time, made special deals with particular brokers to pay them 
more than the fees set forth in the conference agreement ¢ 

Mr. Hopkins. Not tomy knowledge, sir. 

Mr. Matetz. Is your knowledge based on any of the documents that 
you have made available to this subcommittee ? 

Mr. Hopkins. I recall nothing in those documents that indicated 
otherwise. 

Mr. Maerz. I direct your attention to a letter dated October 25, 
1956, to Hapag/Hamburg, with copy to Lloyd Bremen, subject, 
“Brokerage From J. T. Albert.” 

Is J.T. Albert a member of your company ¢ 

Mr. Horxins. One of our employees; yes, sir. 

Mr. Maerz. And he operates under your supervision ? 

Mr. Hopxrns. Yes, sir. 

Mr. Materz. I direct your attention to this letter of October 20, 
1955, and October 5, 1955. 

Mr. Hopkins. October 20, 1955, did you say ? 

Mr. Materz. October 20, 1955, and October 5, 1955. 

Do you have that letter of October 20, 1955 ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Doesn’t this indicate that a special deal was made to 
pay particular brokerage to Messrs. Amersped, Inc. 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Mr. Chairman, this very short letter reads as follows— 
it isto Hapag/Hamburg: 

We have reference to your letter of October 5 concerning 5-percent brokerage 
paid to Messrs. Amersped, Inc. and inform you that during that period we 
had agreed to pay Amersped 5 percent due to the fact that the Meyer Line had 


been paying this amount of brokerage and found this was necessary in order 
to hold their business. 


We regret, however, that we failed to advise your office of this specal arrange 
ment. 
Please be guided accordingly. 
J. T. ALBERT. 
Was the read correctly ? 


Mr. Hopxrns. Yes, sir. 

I think this may refer to an item prior to Hapag/Lloyd joining 
the conference. 

Mr. Maerz. I would offer these two letters—— 

The Cuarrman. Prior to your entering into employment by the 
company, too? 

r. Hopkins. Yes, sir. 

Mr. Maerz. I offer these two letters for the record. 

The Cuarrman. They will be accepted. 

Mr. Knapp. What two are they ? 

Mr. Maerz. The dates are October 5, 1955, and October 20, 1955. 

(The letters referred to are as follows:) 
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October 20, 1955 


HAPAG HAMBURG 
LLOYD BREMEN 
BROKERAGE 


We have reference to’your letfpr of Octover Sth 
essrs. Amersped Inc, 
we had agreed to my 
at the Meyer Line had 
ind found this was necessary 


Please be|guided accordingly, 


J. T. Albert 
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HaMBURG AMERIKA LINE, 
Hamburg 1, October 5, 1955. 
To: USNAVIGA, New York. 
From: HAPAG, Hamburg. 
. Brokerage 


Please refer to our letters of 4th and 5th August 1955 reading : 

“When checking the brokerage bills paid in May 1955 we found that Messrs. 
Amersped Inc., New York, were paid 5% brokerage though according to our 
special brokeage list including supplements we received up to the present date 
of writing, they should only be allowed to get the usual brokerage of 244% 
(vouchers 46, 47 and 286). 

“Tt will be appreciated if you would give us full explanation as to these 
differences. 

“Your Brokerage Account of July 7th, 1955 includes 3 invoices of The Danwill 
Company, Beaver Street, New York 4, N.Y. (vouchers 222, 223, 224) to whom you 
granted a brokerage of 5%, though we cannot trace this firm in your special 
brokerage list. 

“Please let us have your comments.” 

An early reply will be appreciated. 

NORDAMERIKA-F'AHRT. 

Mr. Meaper. Mr. Hopkins, I was interested in this letter of March 
6, 1959, and the reference to special and private deals with respect 
to Great Lakes cargo. Could you give me some examples of the spe- 
cial and private deals which might be arranged to attract shipments of 
the better paying cargoes ? 

Mr. Hopkins. Mr. Meader, I do not know what the writer of this 
letter was referring to, but if a line is operating as an independent, 
not as a conference member, it is possible to approach certain ship- 
pers and make an agreement for the carriage of their cargo, which 
is fqn customary for nonconference operators. That could be a 
deal made with an individual company, and later it might be ex- 
tended to other shippers of the same commodity, but the deal might 
first be made with an individual company. 

Mr. Meaper. Does that really refer to a lower rate on the cargo? 

Mr. Hopkins. Generally speaking, that is what I would consider it 
to mean ; yes, sir. 

Mr. Meaper. Or a possible rebate ? 

Mr. Horxtrns. It is possible. 

Mr. Meaper. Or perhaps some brokerage arrangements where it 
would have the same effect as a rebate or a decrease in rate? 

Mr. Hopkins. That aiso is possible, sir. 

Mr. Meaper. Well, if Mr. Gautier, or whatever his name is, had in 
mind operating asa nonconference carrier, it would seem to me there 
wouldn’t be any need to refer to special and private deals. 

Mr. Hopkins. That is why I am not sure what he referred to, Mr. 
Meader. It might have been the Canadian trade. 

Mr. Meaper. I understood your testimony earlier to be that this 
contemplated that the carrier would leave the conference, and the 
special and private deals would be arrangements made as a noncon- 
ference carrier. But if this is a perfectly normal—if these rebates 
and lower rates, and so on, are a perfectly normal function for a non- 
conference operator, it wouldn’t seem to me appropriate to contem- 
plate that kind of operation and refer to special and private deals. 

Mr. Horxrns. I am not sure what he was referring to, Mr. Meader; 
I was just making an assumption, a conjecture. 
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Mr. Maerz. Mr. Hopkins, you came with U.S. Navigation in 1956 ; 
did you not? 

r. Hopkins. Yes, sir. 

Mr. Maerz. In 1957, did your company, as general agent for 
Hapag/Lloyd have a subagent in Cleveland by the name of E. A. 
Kuecker ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Did Mr. Kuecker operate under your jurisdiction ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Are you aware of the Federal Maritime Board Gen- 
eral Order No. 72, which requires the registration of all freight for- 
warders ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. You are? 

Mr. Horxtns. Yes, sir. 

Mr. Materz. Is it the policy of U.S. Navigation to comply with this 
order to the maximum extent possible ? 

Mr. Horxrins. Yes, sir. 

Mr. Maerz. Mr. Kuecker’s firm, your subagent, was not registered, 
was it, as a freight forwarder with the Federal Maritime Board? 

Mr. Hopkins. No, sir. 

Mr. Materz. Is it not a fact that on U.S. Navigation instructions 
Mr. Kuecker’s firm was required to provide forwarding services for 
cargo booked aboard a Hapag/Lloyd vessel by the Hercules Motor Co. 
of Canton, Ohio? 

Mr. Hopxtns. Yes, sir. 

Mr. Materz. In other words, you instructed Mr, Kuecker’s firm to 
violate this law; did you not? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. You did? 

Mr. Hopkins. Yes. 

Mr. Maerz. Why ? 

Mr. Hopxtns. Because at that time there were very few forwarders 
in the city of Cleveland; the lakes activity was really only beginning 
to grow, and certain shippers who forwarded cargo to port did not 
employ or designate a forwarder, or know anything about the for- 
warding business, and it was customary then for all shipping agents 
at Cleveland to make up documents on request of shippers. The vio- 
lation was not an attempt to evade the law, it simply was a matter of 
convenience to accommodate the shipper. 

Mr. Materz. In other words, as a matter of convenience you in- 
structed Kuecker to violate the law? 

Mr. Hopxrns. Yes, sir. 

Mr. Matetz. Mr. Kuecker pointed this matter out to you in some 
detail ; didn’t he? . 

Mr. Hopkins. He did. 

Mr. Materz. Mr. Chairman, I would read this letter of August 15, 
1957, from Mr. Kuecker to U.S. Navigation Co., “Attention W. 
Thorsen.” 

The writer was FE. A. Kuecker, Cleveland, and the subject was “Pos- 
sible FMB General Order No. 72, Violation at Your Request.” 

Do you have it, sir? 
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Mr. Hopkins. Yes, sir. [Reading:] 


I feel obliged to write you regarding the details of an example of a possibility 
of trouble that your office is subjecting our Cleveland office to, which ties in 
with the subject of showing us at Cleveland as forwarders on line 4 of the 
Shipper’s Export Declaration 7525-V, which subjects Messrs. Portocarrero and 
Randall, and later you drew up a letter to the Lakes Conference at Mr. Hopkins’ 
request. 


You are the Mr. Hopkins referred to? 
Mr. Horxrns. Yes, sir. 
Mr. Materz. [ Reading: ] 


The example which is irrelevant deals with the teletype you handed me for 
reading when I was in your office July 23, which was addressed to R. L. Swisher, 
stating that Mr. O. E. Wyant of Hercules Motors Corp., Canton, Ohio, had just 
phoned you and booked for the Wiedenborstel 340 cases motors weighing 115 tons 
for our handling from Cleveland to Rotterdam (actually 275 cases or 94 tons 
cleared). This also stated that Mr. Wyant wanted to see R. L. Swisher in person 
regarding banking documents in Cleveland, et cetera, all of which has been done 
by Oranje Fjell Line, and you concluded with a warning not to mention anything 
regarding arrangements from Rotterdam to Eindhoven. Mr. Swisher complied 
with your request by going to Canton and gave you a verbal report by phone the 
next morning, July 24. This involves our Cleveland office acting as Hercules for- 
warder in making up bills of lading, passing export declarations and banking 
documents I feel constrained (?) to go on record at your headquarters that if 
you expect our Cleveland office to do this you must assume all responsibility for 
fines, legal fees, and all costs of time and expenses that may be involved in the 
event there is any kind of trial by the Federal Maritime Board or any other 
Government agent where our agency or Cleveland people are drawn in, on 
Hercules or any other account. 

On the other hand I want to make clear that we are still loyal to our verbal 
agent agreement to do everything within our ability to get business for this 
service, but it must be done within the law, and I am sure that you will 
understand our moral right and ethical principals on this point. 

In this connection another violation seems to loom in with this port business; 
that is our respective organizations being drawn in a secret agreement for the 
handling of cargo from Rotterdam to Eindhoven. I realize that this was more 
or less imposed on your headquarters by Messrs. Wambersie and Zoon, Rotter- 
dam. Inasmuch as this issue has been discussed at the conference meetings but 
not favorably resolved especially in view of French Line unalterable position 
that member lines should not be involved in on-carring arrangements involving 
through rates on bills of lading, but that same should be handled by the con- 
signees or their forwarders. This is seemingly a matter of policy which I bring 
to your attention and request a reply on your future position regarding this 
matter, not only from Buropean ports to Bindhoven but all inland waterway 
ports on the Continent. 

BD. A. KUECKER. 

Were you concerned by Mr. Kuecker’s letter ? 

Mr. Hopxrns. Yes. 

Mr, Maerz. But you still instructed him to go ahead? 

Mr. Hopkins. At this time it was too late, it had been done. We, 
therefore, instructed him to discontinue any forwarding of cargo by 
performing functions which might be forwarding functions, despite 
the fact that other lines might be doing it and that the shippers might 
be inconvenienced. 

The CuHamman. Of course, the Chair is constrained to refer this 
entire matter, as a violation, I think, of General Order No. 72, to both 
the Department of Justice and the Federal Maritime Board, The 
Chair will also ask these agencies to look into the secret agreement 
for handling cargo between Rotterdam and Eindhoven. ; 

Mr. Maerz. What is the nature of this agreement for handling 


cargo from Rotterdam to Einhoven ? 
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Mr. Hopxrns. I think that was an agreement by which vessels carry- 
ing cargo from Rotterdam to Einhoven absorbed the expenses from 
Rotterdam to Einhoven as a part of the ocean rate. 

Mr. Materz. And who were parties to that agreement ? 

Mr. Hopkins. Again I believe all of the Great Lakes Conference 
lines. 

Mr. Maerz. Why was it secret? 

Mr. Hopkins. That I do not know, sir. 

Mr. Maerz. When was it entered into? 

Mr. Horxrns. That I donot know either. 

Mr. Materz. Is it still in effect ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. When was it discontinued ? 

Mr. Horxrns. Shortly after this correspondence, I would think in 
late 1957. 

Mr. Maerz. Why was it discontinued ? 

Mr. Horxrns. I think that the members of the conference decided 
that it was an agreement which should never have been made, and cut 
it out, eliminated it. 

Mr. Materz. Why wasn’t it filed by the Board? 

Mr. Hopxrns. I don’t know whether it was filed or not, Mr. Maletz. 

Mr. Materz. The letter indicates it was a secret agreement, does 
it not? 

Mr. Hopkins. Yes. 

Mr. Materz. That would indicate that it was not filed with the 
Board, doesn’t it? 

Mr. Hopxins. Mr. Kuecker thought it was not, I don’t know 
whether it was or not. 

Mr. Materz. Do you know whether it was filed with the Board or 
not ? 

Mr. Hopkins. No, sir; I do not. 

Mr. Materz. Mr. Chairman, I will offer for the record at this point 
a copy of General Order No. 72, together with this letter dated August 
15, 1957, from Mr. Kuecker to the U.S. Navigation Co. 

The Cuatrman. They will be accepted for the record. 

(The documents referred to are as follows :) 
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INTER-COMPANY CORRESPONDENCE 
FROM 


KUECKER STEAMSHIP SERVICES, INC,. STANDARD BUILDING. ROOM 738, CLEVELAND 13, OHIO, U. 8. A 


to: U. S, Navigstion Co., Inc. YZ DATE: igh p 


arrennon: W. Thorsen ~~ 


s 


WRITER: E, A, Kuecker (At Clevelend) 


SUBJECT: POssible FMB General Order No. 72, 
Violation at Your Request 
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TITLE 46 -- SHIPPING 


CHAPTER JI -- FEDERAL MARITIME BOARD, MARITIME ADMINISTRATION, 
DEPARTMENT OF COMMERCE 


On December 3, 1949, the United States Maritime Commission published in 
the Federal Register (14 F.R. 7275), pursuant to sec. 4 of the Administra- 
tive Procedure Act, a notice of proposed rule making, setting forth pro- 
posed rules for the regulation of freight forwarders. Comments thereon 
were received and considered by the Commission. The proposed rules were 
modified and issued May 18, 1950, by the Commission as Generel Order 72, 
15 F.R. 3153, © .- 24, 1950, effective June 1, 1950. 


Reorganization Plan No. 21 of 1950, effective May 24, 1950 (15 F.R. 3178, 

3 CFR, 1950 Supp.), abolished the U. S. Maritime Commission and established 
the Federal Maritime Board and the Maritime Administration. Changes to 
reflect the reorganization were made in Part 244 of this Chapter, 19 F.R. 
8807, Dec. 29, 1953. 


/General Order 72, as amended/ 


Part 244 -- Business Practices of Freight Forwarders 


Sec. 


244.1 Definition 

244.2 Registration 

244.3 Additional information 

244.4 Information available to public 
244.5 Registration numbers: Suspension and cancellation of registration 
244.6 Registration lists 

244.7 Billing practices 

244.8 Consolidated shipments 

244.9 Special contracts 

244.10 Nondiscriminatory treatment required 
244.11 Exceptions as to special contracts 
244.12 Forwarders' receipts 

244.13 Brokerage 

244.14 Registretion form 


AUTHORITY: £3 244.1 to 244.14 issued under sec. 204, 49 Stat. 1987, as 
amended; 46 U.S.C. 1114. Interpret or apply 39 Stat. 734; 
46 U.S.C. 816. 
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244.1 Definition. A freight forwarder is any person engaged in the 
business of dispatching shipments on behalf of cther persons, for a con- 
sideration, by ocean going vessels: in commerce from the Unitec States, 
its territories or possessions to foreign countries, or between the United 
States and its territories or possessions, or between such territories 
and possessions; and of handling the formalities incident to. such ship- 
ments. This definition includes independent freight forwarders, common 
carriers, manufacturers, exporters, export traders, manufacturers' agents, 
resident buyers, commission merchants and other persons when they engage 
for and on behalf of any person other than themselves, in return for a 
consideration, money or otherwise, in the aforementioned activity. 


244.2 Registration. All persons who engage in tne business of for- 
warding chal segtater with the Federal Maritime Board, such registration 
to be in addition to any registration under General Order 70 (Part 243 of 
this chapter). Registration shall be accomplished by executing and filing 
with the Federal Maritime Board Freight Forwarder Registration Form FMB~-21, 
set out at sec. 244.14. Copies thereof will be furnished by the Federal 
Maritime Board upon request. 


(a) Existing firms. All persons engaged in the business of freight 
forwarding on the effective date of this part shall register with the 


Federal Maritime Board within sixty days after such date. 


(>) New Firms. All persons who first engage in the business of 
freight forwarding after the effective date of this part shall register 
with the Federal Maritime Board before engaging in such business. 


(c) Extension of time. For good cause shown, the Federal Maritime 
Board upon written request of the registrant, may extend the time for 
registraticn. 


244.3 Additional information. Registrants shall submit such addi- 
tional information as the Federal Maritime Board may request from time 
to time, and shall notify the Federal Maritime Board of any change in 
facts reported to it under this part within ten days after such change 
occurs. 


244.4 Information available to public. information set forth in 
Freight Forwarder Registration Form PYB=oT shall be public information 
and available for public inspection at the offices of the Federal Maritime 
Board. 


244.5 Registration numbers; Suspension and canceliation of registra- 


tion. 


(a) Each forwarder who has filed the required information will receive 
from the Federal Maritime Board a registration number which shall there- 
after be set forth on the registrant's letterheads, invoices, advertising, 
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and all other documents relating to his forwarding business. Use of 
these registration numbers in any manner other than to indicate the fact 
of registration with the Federal Maritime Board is prohibited. 


(b) A forwarder's registration may be suspended or cancelled after 
notice and hearing, if the Federal Maritime Board finds that the regis- 
trant has violated this part or the Shipping Act, 1916. 


244.6 Registration lists. The Board will compile periodically, and 
make available to the public upon request, lists of all registrants with 
their respective registration numbers. 


244.7 Billing practices. All forwarders shall use invoices or other 
forms of billing which state separately and specifically, as to each ship- 
ment: 


(a) ,the amount of ocean freight assessed by the carrier; 
(b) the amount of consular fees paid to consular authorities; 


(c) the amount of insurance premiums actually disbursed for 
insurance bought in the name of the shipper or consignee; 


(d) the amount charged for each accessorial service performed 
in connection with the shipment; 


(e) other charges. 


Provided, however, that forwarders who offer to the public at large to 
forward small shipments for unifarm charges available to all and duly 
filed with the Federal Maritime Board, shall not be required to itemize 
the components of such uniform charges on shipments as to which the 
charges shall have been stated to the shipper at time of shipment, and 
accepted by the shipper by payment; but if such forwarders procure marine 
insurance to cover such shipments, they must state their total charge for 
such insurance, inclusive of premiums and placing fees, separately from 
the aforementioned uniform charge. 


244.8 Consolidated shipments. In the case of consolidated shipments, 
the invoice or other form of billing.concerning each shipment shail state 
the minimum ocean freight and consular fees that would have been payable 
on each shipment if shipped separately, and the amounts actualiy charged 
for these items by the forwarder, on the shipment in question. 
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244.9 Special contracts. All special agreements or contracts between 
forwarders and shippers or consignees shall, if in writing, or if confirmed 
in writing, be maintained in the files of the forwarder for a period of 12 
months, for submission to the Federal Maritime Board upon request. 


244.10 Nondiscriminatory So Se To the extent that 
special agreements or contracts are en by a forwarder with in- 
dividual shippers or consignees, such forwerder shall not deny to other 
shippers or consignees similarly situated, and whose shipments are accepted 
by such forwarder, equal charges for forwarding and accessorial services 
to be rendered by the forwarder, in so far as such forwarding and acces- 
sorial services are similar to those performed for shippers or consignees 
holding special contracts; and such forwarder shall advise such other 
shippers or consignees as to the terms under which such special contracts 
or agreements are available. 


244.11 Exceptions as to eee SS In the case of special 
contracts whereby the parties have agreed advance as to the charges 
for services in connection with the forwarding of a shipment, the invoice 


or other form of billing shall refer to the agreement, in which event the 
charges need not be itemized. 


244.12 Forwarders' receipts. Forwarders' receipts for cargo shall 
be clearly identified as such and shall not be in form purporting to be 
ocean carriers' bills of lading. 


244.13 Brokerage. No forwarder, after the date on which he is re- 
quired to register, shall accept brokerage from ocean carriers unless and 
until such forwarder has been assigned a registration number pursuant to 
these rules. Registration shall not entitle a forwarder to collect bro- 
kerage from a common carrier by water in cases where payment thereof 
would constitute a rebate - i.e., where the forwarder is a shipper or con- 
signee or is the seller or purchaser of the shipment, or has any beneficial 
interest therein or where the forwarder directly or indirectly controls 
or is controlled by the shipper or consignee, or by any person having a 
beneficial interest in the shipment. A forwarder shall not share any 
part of the brokerage received from a common carrier by water with a ship- 
per or consignee. No forwarder shall demand or accept brokerage during 
the period his registration number is under suspension or after his 
registration number has been cancelled pursuant to these rules. 


244.14 Registration form. Form FMB-21 is hereby prescribed for regis- 
tration under Sec. 244.2. 
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Mr. Maerz. By the way, whois W. Thorsen ? 

Mr. Hopkins. One of our employees handling the Great Lakes 
service to Europe. 

Mr. Matetz. Who is Mr. Portocarrero? 

Mr. Horxins. Our vice president in charge of traffic. 

Mr. Materz. Who is Mr. Randall ? 

Mr. Hopkins. Our counsel in our organization. 

Mr. Matetz. Mr. Hopkins, I take it you would agree, would you 
not, that if a conference uses a dual-rate contract the terms of the 
contract should be available to all shippers alike without discrimi- 
nation. 

Mr. Hopkins. Yes, sir. 

Mr. Materz. That issort of elementary, is it not ? 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. And I think you would also agree that it is essential 
in the public interest that dual-rates contracts be nondiscriminatory ? 

Mr. Horxtns. Yes, sir. 

Mr. Materz. Is it not a fact, however, that certain conferences have 
a special concessions under the dual rate contract to General 

otors, for example ? 

Mr. Horxtrns. I have heard that reported, sir. 

Mr. Maerz. Didn’t you report that ? 

Mr. Horxrns. I reported—I was so informed, yes. 

Mr. Maerz. You reported that fact, did you not ? 

Mr. Hopkins. Yes. 

Mr. Knapp. That he was so informed. 

Mr. Matetz. I am going to come to that specifically. 

Do you recall, Mr. Hovking that you advised Hapag/Lloyd in 
1957 that certain conferences granted special concessions under the 
dual-rate contract to General Motors? 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. You did report that ? 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. I would like to direct your attention to a letter dated 
January 25, 1957, which you sent to North German Lloyd, and to 
Hamburg American Lines. 

Do you have that ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. You wrote it? 

Mr. Horxrns. I did. 

Mr. Maerz. I direct your attention to the last paragraph of the 
first page: 

One point on which General Motors have been adamant is the length of the 
contract period, as they insist that the standard contract period of 6 months 
is not acceptable to them without a 60.day cancellation clause. In that con- 
nection, we would confidentially advise you that in other transatlantic trades— 
which have a year’s contract—a private understanding was reached between 
GM and the respective conferences, whereby General Motors added a special 
60-day cancellation clause when signing their contract and, although the con- 
ference chairmen formally advised them that this clause was inacceptable, the 
matter was stalled until a date within 60 days of contract termination and the 
conference chairmen then signed and returned the contract—with the 60 days 


cancellation clause included—on the theory that the question was then academic. 
Meanwhile, GM were given the benefit of contract rates. 
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Where did you get this information from? 

Mr. Hopkins. From a private souree, sir. 

Mr. Materz. I beg your pardon ? 

Mr. Hopkins. From a private source. 

Mr. Maerz. What conferences were you referring to that gave 
General Motors this special concession ? 

Mr. Hopkins. In other transatlantic trades. I do not recall which 
particular conferences were involved. 

Mr. Materz. Will you tell the committee more specifically than 
you advised Hapag/Lloyd the nature of this special concession, just 
how was it arrived at? 

Mr. Hoprxrns. I think it is explained in the letter, Mr. Maletz. 

Mr. Maerz. Would you explain in more detail the last paragraph 
of the first page from which I have just quoted ? 

Mr. Hopkins. As I understand it—this was on information given 
to me—the contracts concerned were signed by General Motors and 
returned to a conference office with a 60-day cancellation clause in- 
cluded by General Motors. 

The contract was not signed by the conference and returned to 
General Motors until the contract was within 60 days of its expiration 
date. 

Meanwhile, General Motors received the benefit of the contract 
rates. 

Mr. Maerz. It received the benefit of this cancellation provision, 
is that right? 

Mr. Horxtns. That was in there, in other words, that was the only 
contract that they would sign, General Motors claimed that they 
must have that privilege. 

Mr. Materz. As you construed that, it was a subterfuge, was it not? 

Mr. Horxrns. I construed it that way. 

Mr. Materz. It was a special concession to General Motors as you 
understood it, is that right 

Mr. Hopkins. It seems that way to me, sir. 

Mr. Materz. Let me ask you this: I take it that you had no doubt 
about the accuracy of the information ? 

Mr. Horxrns. I believed it to be correct. 

Mr. Materz. In other words, you would not otherwise have re- 
ported this to Hamburg-American or North German Lloyd, is that 
correct ¢ 

Mr. Horxrns. Right, sir. 

Mr. Materz. In order to get General Motors to sign a dual-rate 
contract, wasn’t the North Atlantic Freight Conference willing, in 
effect, to let General Motors almost write its own ticket ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. Do the documents so indicate ¢ 

Mr. Horxtns. They did not sign the contract. 

Mr. Maerz. I know they did not. But wasn’t the position of the 
North Atlantic/Continental Freight Conference that General Motors 
could, in effect, write its own ticket / 

Mr. Hopxrns. If they had, I think we would have had a contract 
with them, sir. 

Mr. Maerz. What? 
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Mr. Hopkins. If that had been the position of the conference, I 
think we would have had a contract. We did not give General Motors 
this special privilege. 

Mr. Maerz. They were getting special privileges as of January 25, 
1957, weren’t they, according to your report ? 

Mr. Horns. This is not the North Atlantic/Continental Freight 
Conference in the special arrangements. 

Mr. Maerz. What other conference were you referring to? 

Mr. Horxins. Other conferences in the transatlantic trade. 

Mr. Maerz. What conferences ? 

Mr. Horpxtns. I do not remember the specific ones involved, Mr. 
Maletz. 

Mr. Maerz. What were the general ones involved ? 

Mr. Horxrns. In that trade, there was the Baltic, United Kingdom, 
French, Mediterranean. 

Mr. Materz. Mr. Chairman, with respect to this letter of January 
25, I have read the last paragraph of the first page. The first para- 
graph on the second page, Mr. Hopkins, reads as follows : 

is is your letter; is it not? 

Mr. Hopkins. Yes, sir. 

Mr. Materz (reading) : 

You will appreciate that the continental conference is in a more delicate posi- 
tion than its associates in the transatlantic trade by reason of its record of hear- 
ings, etc., before the Federal Maritime Board and the fact that its form of 
contract has received the Board’s specific approval. For this reason we consider 
it much more dangerous to take a chance on the outcome of a complaint or 
investigation, if a deviation from the standard form of contract was attempted 
in this case. However, at yesterday’s meeting other lines who are aware of what 
has been done in other conferences proposed that Chairman Andrews be author- 
ized to offer a similar deal to General Motors in the hope that a continental 
contract might be secured. 

In other words, the members of the North Atlantic/Continental 
Conference agreed that a similar arrangement should be reached with 
General Motors with respect to a cancellation provision as the other 
transatlantic conferences had previously provided; isn’t that correct ? 

Mr. Hopkins. No, sir; they did not agree to that. 

Mr. Materz. I beg your pardon, they proposed that that be done? 

Mr. Hopxrns. Sir, in a conference meeting there may be many pro- 
posals, there is much discussion, but it doesn’t follow that anything is 
agreed and that it is all settled. 

Mr. Maerz. I think I asked you whether or not it was cor- 
rect that the North Atlantic/Continental Conference chairman indi- 
cated to General Motors that they could almost write their own ticket 
in return for signing a dual-rate contract ? 

Mr. Horxrns. I do no recall that there was any such expression 
as that used. I do know we were very anxious to get a General Motors 
contract, and the matter of rate was discussed pretty much along the 
lines you say, in other words, if they would tell us the rate they needed 
we would consider it. 

Mr. Maerz. Do you recall writing to Hapag/Lloyd on July 18, 
1957, indicating that the North Atlantic conference had intimated 
to General Motors that they could almost write their own ticket? 

Mr. Horxrns. I may have used those words, but I was talking rate- 
wise, not conditions of contract. 
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Mr. Materz. Let me see what you did say. 

Would you refer to this letter of July 18, 1957? 

Mr. Chairman, if I may, I will read two paragraphs of this letter, 

This is Usnaviga to Hapag/Lloyd. [Reading :] 

As explained in our letter of the 16th instant, General Motors is “not inter- 
ested” in a conference contract—at least for the present—and while all mem- 
bers are prepared to make a considerable concession in rate, to secure General 
Motors’ exclusive support for the conference, there appears to be no useful pur- 
pose in cutting rates without assurance of obtaining a contract. 

We are well aware of your desire to avoid having “technicalities” stand in 
the way of negotiating a contract with General Motors, and, on your instruc. 
tions, have long since withdrawn our objection—in the conference—to closing a 
contract with GM which would contain a 60-day cancellation clause. However, 
although GM understands that they could obtain lower rates, as well as a cancel- 
lation clause, by accepting a contract, they have no interest, at present. In the 
absence of any offer from them, or even any disposition on their part to nego- 
tiate, we suggested in our letter of July 16 that owners on your side might be 
able to develop whether General Motors’ attitude is possibly attributable to the 
westbound situation—with respect to Opels and Vauxhalls—and whether it is 
indicated that those cars can and will be carried by conference lines. It is diffi- 
cult to believe that unless they are considering round-trip charters, GM would 
not be interested in negotiating with the eastbound conference, when Chairman 
Andrews has clearly intimated to them that they can almost “write their own 
ticket,” in exchange for a contract. 

In other words, it was the position of the conference, was it not, that 
the member lines of that conference were willing to grant General 
Motors special rate concessions and special contractual provision in 
return for its agreeing to ship exclusively via conference lines; isn’t 
that correct ? 

Mr. Hoprxtins. Special rate concessions, Mr. Maletz, I would take 
exception to that. I think that the conference was prepared to grant 
General Motors quite a low rate, but it would not have been a special 
rate to General Motors alone. 

Mr. Materz. I see. But they were prepared to grant them special 
contractual provisions ? 

Mr. Hopxins. That is what I said, and I think that must be true. 

Mr. Materz. Mr. Chairman, I would offer these documents per- 
taining to the conference dealings with General Motors in respect to 
dual rates contracts for the record at this point. 

The Cuarrman. They will be accepted. 

The Chair will refer this matter, likewise, to the Federal Mari- 
time Board and the Department of Justice. 

(The documents referred to are as follows :) 
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concession Geperal Notors, even though it micht be possible to 
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T. C. Hopkins 
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JULY 18, 1957. 
To: HAPAG (Nordamerika-Fahrt). 
LLOYD (Frachtabt. Nordamerika). 
From: USNAVIGA (Executive Dept.). 
Subject : Shipments of automobile and trucks eastbound. 


Your letter of July 12 under this caption corssed with ours of July 16 con- 
cerning General Motors Overseas Export Corporation. While your letter does 
not refer specifically to General Motors, we assume that you have their traffic 
particularly in mind, at this time. 

As explained in our letter of the 16th instant, General Motors is “not in- 
terested” in a Conference contract—at least for the present—and while all 
members are prepared to make a considerable concession in rate, to secure 
General Motors’ exclusive support for the Conference, there appears to be no 
useful purpose in cutting rates without assurance of obtaining a contract. 

We are well aware of your desire to avoid having “technicalities” stand in 
the way of negotiating a contract with General Motors, and, on your instruc- 
tions, have long since withdraw our objection—in the Conference—to closing 
a contract with G.M. which would contain a 60-days cancellation clause. How- 
ever, although G.M. understand that they could obtain lower rates, as well as 
a cancellation clause, by accepting a contract, they have no interest, at present. 
In the absence of any offer from them, or even any disposition on their part to 
negotiate, we suggested in our letter of July 16 that owners on your side might 
be able to develop whether General Motors’ attitude is possibly attributable to 
the westbound situation—with respect to Opels and Vauxhalls—and whether it 
is indicated that those cars can and will be carried by Conference lines. It is 
difficult to believe that unless they are considering round-trip charters, G.M. 
would not be interested in negotiating with the eastbound Conference, when 
Chairman Andrews has clearly intimated to them that they can almost “write 
their own ticket,” in exchange for a contract. Accordingly, it is our opinion 
that G.M. are holding off in this matter until Messrs. Walker and Lord have 
reported back on the result of their visit to your side and a decision is taken, 
by G.M., as to whether they are going into the charter market for transporta- 
tion of cars in both directions. Meantime, with the seasonal lull in production, 
G.M. may feel they have time to explore all possibilities before entertaining 
a contract which could commit them to the Conference. As the others in- 
volved here now share the same view, no action is proposed by the Eastbound 
Conference pending instruction from principals on your side. 

It has occurred to us that others on your side may make a private approach 
to the General Motors’ visitors and we leave it to your good discretion whether 
you choose that method or whether you wish any discussion of westbound 
space, etc., with those gentlemen to be dealt with “in committee.” 


T. C. HopxIns. 
JULY 16, 1957. 


~ 


To: HAPAG (Nordamerika-Fahrt). 

LLOYD (Frachtabteilung Nordamerika). 
From: USNAVIGA (General Traffic Department). 
Subject : General Motors Overseas Export Corp. 


You will recall our private exchange of cables during end May/early June, 
in which it was agreed that the Conference chairman be given a free hand, rate- 
wise, in order to try to secure a Merchant’s Rate Agreement from the above firm. 
Mr. Andrews has since seen Mr. Gilsenan twice to no avail. Mr. Andrews clearly 
indicated to Mr. Gilsenan that the Conference lines wanted General Motors as 
a contract signer and were prepared to make concessions to secure a signed Rate 
Merchant’s Agreement. Mr. Gilseman indicated to the chairman that General 
Motors needs flexibility and that it was not strictly a matter of dollars and cents. 
Thus further negotiations were brought to a stand-still. 

The Belgian Line has been most insistent that this stalemate be broken, and at 
their urging the chairman called a small unofficial meeting, which was attended 
by the following: U.S. Lines, Holland-American Line, Belgian Line, Black Dia- 
mond Lines, and ourselves. This meeting was held on Friday, July 12th, and we 
held up an immediate report, since another meeting was called for this morning 
for further discussion. The meeting this morning was attended by the Lines 
above plus Cosmopolitan Line. 
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Briefly stated, the Belgian Line at Friday’s meeting wanted the boxed auto- 
mobile rate cut to the vicinity of 1%, dollars per ton w/m. The reasons proposed 
for such a drastic cut were: 1) Bring the eastbound rates more in line with the 
low westbound rates, 2) Do something before we lose the Ford contract, 3) The 
low rate might entice General Motors and Chrysler to sign. The meeting was 
called for an exchange of ideas, but frankly, we found the Belgian Line, at 
Friday’s meeting most adamant that something had to be done, and they had 
apparently partially “sold” the Holland-American Line along the same line of 
reasoning. We cannot reconcile our viewpoint with theirs. 

We hold to the theory that concessions in rates without a signed contract is 
merely a senseless dissipation of revenue. Ford has not complained regarding 
the present rate structure nor has there been any indication from them that they 
intend to cancel their contract. We do not like the idea of Chrysler and General 
Motors being outside the fold any more than the other members, and we would 
certainly recommend rate concessions provided the contract is obtainable; which 
at this moment is apparently not so. 

At today’s meeting the discussion evolved around the possibility that General 
Motors may be considering a charter operation, bringing Opels and Vauxhalls 
westbound and carrying their C.K.B.’s and unboxed eastbound. There is a 
feeling among the membership that Mr. Walker is in Europe primarily to 
develop if there will be difficulty securing westbound space, not only from the 
U.K., but particularly from the Ant/Ham range. On the basis of short westbound 
space there may be a possibility of a “tie-in sale” with General Motors’, i.e., 
guaranteed westbound space for a number of Opels per month in return for a Mer- 
chant’s Rate Agreement eastbound. It was agreed therefore, that all contem- 
plated action on this side would be held off pending development of this idea 
among members of the Westbound Conference. 

No doubt, you will see Mr. Walker while he is in Germany, and we should 
2 ea receiving from you any information that you can develop on this 
subject. 


P. J. BARRY. 


Unrrep States NAVIGATION Co., INc., 
New York, N.Y., September 24, 1957. 
To: HAPAG (Nordamerika-Fahrt). 
LLOYD (Frachtabt. Nordamerika). 
From: USNAVIGA (Executive Dept.). 
Subject: Eastbound shipments of General Motors. 


As advised you by our letter of the 12th instant, Mr. Andrews and a Commit- 
tee of the Lines—including ourselves—met with Mr. Gilsenan today and we have 
already informed you by telex that General Motors were presently uninterested 
in a Conference contract, although they may possibly reconsider their position 
within the next 60 days. 

Mr. Gilsenan today reiterated his previous statement to Chairman Andrews 
that G.M. considers it more important—at least for the present—to have ‘free 
hands”, to ship autos via any vessels to the Continent, than te be “tied down” by 
contract, even at a rate considerably lower than the contract rate now in effect. 
Gilsenan added that his company’s current attitude towards Conference con- 
tracts is not confined to the N.A.C.F.C. but that for the time being—although 
they have cancelled no contracts in existence—they do not propose to sign new 
ones with any Conference. Also, Mr. Gilsenan stated that the “whole subject” 
of Conference contracts was scheduled for review by higher executives of G.M. 
within the next 60 days, after Mr. Reilly (V.P. in charge of all foreign opera- 
tions), who is now in Europe, returns to New York. Incidentally, Mr. Gilsenan 
mentioned that his company was “quite satisfied” with arrangements made with 
members of the Westbound Conference for importation of cars which will be 
distributed by G.M. 

We gathered from Gilsenan’s remarks that the present doubtful legal status 
of the dual-rate contract system was a factor in General Motors’ attitude and 
that if and when the U.S. Supreme Court should render a favorable decision in 
the Japan Atlantic & Gulf Case, they might be more receptive to Conference 
contracts, generally. However, that case may still be some months away from & 
decision and may not affect the possible reconsideration mentioned above. 

Mr. Gilsenan took occasion to comment on the disparity between eastbound 
and westbound rates on autos, as charged by the respective Conferences, and in- 
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timated that he had grounds for complaint to F.M.B. if he chose to do so. We 
doubt, however, that he has any intention of seriously raising such an issue at 
this time. 

Mr. Andrews will, of course, continue to keep in touch with Mr. Gilsenan, but 
it appears that prospects of obtaining contract from G.M. have not improved 
and we are not optimistic that the next 60 days will see a change in their posi- 
tion. At our meeting today—after Mr. Gilsenan departed—all members present 
reaffirmed their feeling that it would be very unwise to offer G.M. a reduction of 
rate without assurance of contract. 

T. C. HopxKIns. 

Mr. Matetz. Let me ask you this. Does U.S. Navigation as gen- 
eral agent for Hapag/Lloyd believe that ee lines operating 
from European ports to U.S. ports are under the Shipping Act sub- 
ject. to the jurisdiction of the Federal Maritime Board? 

Mr. Horxrins. That is my own belief, sir, that they are. 

Mr. Maerz. You believe that they are. 

Is there any question in your mind as to whether they are subject 
to the jurisdiction of the Maritime Board ? 

Mr. Hopkins. Not in my mind, no. 

Mr. Maerz. There is not. 

Is that the position of your company ? 

Mr. Hopkins. I believe it is, sir. 

Mr. Materz. Is that the position of your German principals? 

Mr. Hopkins. I am not sure, sir. 

Mr. Materz. Has it come to your attention that your principals, 
Hamburg American Line and North German Lloyd, have exp 
an opinion that the Federal Maritime Board has no jurisdiction over 
their westbound operations to U.S. ports? 

Mr. Hopxtns. I have heard that opinion expressed, Mr. Maletz. 

Mr. Maerz. Have you ever seen it expressed in writing? 

Mr. Horxrns. I may have. 

Mr. Marerz. Have you or have you not, to the best of your 
recollection ? 

Mr. Horxrns. I think I have. 

Mr. Maerz. May I direct your attention to a letter dated July 3, 
1958, from Mr. Richard Bertram to Mr. Oelsner of the U.S. Naviga- 
tion, together with an enclosure dated June 9, 1958. 

Mr. Hopxrns. Yes, sir. 

Mr. Matetz. Do you have that, sir? 

Mr. Horpxrns. Yes, I do. 

Mr. Materz. This letter of July 3 was a private and confiden- 
tial communication to Mr. Oelsner enclosing a copy of a joint letter 
which Hamburg-American and North German Lloyd had sent to 
their various continental colleagues, isn’t that correct? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. In this enclosure dated June 9, 1958, Hapag/Lloyd 
advised the other carriers covering the westbound trade from Europe 
to the United States, in part, as follows, did they not—and I quote: 

In view of the fact that one and the same agency— 
and I am quoting from page 2 of this enclosure—do you have it? 

Mr. Hopxrns. Yes, sir. 

Mr. Materz. The next tothe last paragraph. 

Mr. Hopxrns. Yes, sir. 
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Mr. Mauerz (reading) : 


In view of the fact that one and the same agency, i.e., the Federal Maritime 
Board has jurisdiction over the regulatory features of the shipping laws and 
at the same time over the subsidy and promotional activities, we cannot very 
well expect our American colleagues to take the lead in trying to bring about a 
change in the present unsatisfactory situation. 


Reading from page 2: 


Our ideas are, as follows: 

(1) To the United States of America. 

We are of the opinion that FMB has no jurisdiction over our activities west- 
bound, and we are glad to know that in this respect we are not standing alone. 

In the past, FMB’s pretensions have been submitted to by the conferences 
as an act of courtesy and in a spirit of cooperation. We now very regretfully 
have to realize that instead of a reasonable understanding of our problems, we 
have seen nothing but bureaucratic interference and an absolute lack of assist- 
ance. We, therefore, wonder whether our colleagues are not also arriving at the 
conclusion that time has come to deny FMB any jurisdiction over outward 
conferences. We feel that there is practically no alternative if we want to 
achieve a minimum of stability. 

(2) From the United States of America. 

As in the trade from the United States of America our activities are, no 
doubt, subject to the American laws; here an entirely different situation exists. 
The Shipping Act itself may be a piece of good statutory regulation; however, 
it is the general feeling that it is poorly administered, which has resulted in 
completely paralyzing the proper working of the conferences. If we expect to 
continue the system of steamship conferences which after all has stood the test 
of time, something has to be done, and the non-American lines must also here 
take the lead. 


May I ask you this: Did U.S. Navigation ever try to disabuse 
these German carriers from their opinion that the Federal Maritime 
rate no jurisdiction over their activities westbound to the United 

tates 

Mr. Hopkins. I think, Mr. Maletz, our principals are entitled to an 
opinion. We have told them that their opinion may not coincide with 
ours, but I presume they have their own legal advice, and also have 
a right to make up their own minds, and we do not feel that we can 
tell them they are wrong and we are right. We have told them that 
we do not agree with them. 

Mr. Materz. Have you ever called to their attention section I of the 
Shipping Act?: 

Me Hopkins. We may have, sir, I don’t remember specifically. 

The CHarmmMan. Read that provision in the record, Mr. Maletz, 

Mr. Maerz. Yes, sir. 

Section I, Mr. Chairman, reads as follows: 

That when used in this act: 

The term “common carrier by water in foreign commerce” means a common 
carrier, except ferryboats running on regular routes, engaged in the transpor- 
tation by water of passengers or property between the United States or any of 
its districts, territories, or possessions and a foreign country, whether in the 
import or export trade: Provided, That a cargo boat commonly called an ocean 
tramp shall not be deemed such common carrier by water in foreign commerce. * 

That is perfectly clear, is it not, Mr. Hopkins? 

Mr. Knapp. I object to the witness being called on to express his 
opinion of Congress clarity. 

Mr. Materz. As agents for the German carriers, does U.S. Naviga- 
tion have any views about the desirability of allowing the Federal 
Maritime Board to continue to have jurisdiction over the regulatory 
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aspects of the shipping laws and at the same time over the subsidy and 
promotional activities of steamship lines? 

Mr. Hopxtns. We do, Mr. Maletz. We feel that there is a division 
there which does not work too well. We think it would be better if 
the regulatory activities were housed in a separate body. 

The Cuarrman. I think you are absolutely sound in that view. 

Mr. Horxrns. Thank you, sir. 

Mr. Maerz. Mr. Chairman, may I, at this point, offer for the rec- 
ord this letter of July 3, 1958, with the enclosure previously referred 
to? 

The CuarrmMan. It will be received. 

(The document referred to is as follows :) 


70300 O—61—$t. 3, vol. 1——_26 
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RICHARD BERTRAM 
Neorddeutacher Lieyd 


Mr. Ed. Oelsner Mr. Carl Bland 


United States Navigation 
Coe, Ince 


New York 4, N.Y. 


Balfour, Guthrie & Co., 
Ltd. 


San Prancisco, Cal. 


a 11MM SD 


Dear Ed and dear Carl: 


I enclose for your private information copy of a joint letter 
written by Werner and metto various Continental colleagues 

(as per list enclosed) in order to familiarize you with an 
action we have started and which we think is necessary in 
the face of the present situation. 


we 


It is my considered opinion that something along the lines, 
as developed in the enclosed letter, must be done, if the 
Conferences want to survive and to defend themselves 
against the attacks, to which they are exposed. 


” 
* 
e 
- 
ied 
s 
’ 

' 


Werner and I are fully aware of the difficulties to bring 
about an understanding amongst the Continental Lines in 

the form as proposed by us. We both feel, however, that 

the desired aim is worth all the work, thought and patience, 
we will have to put into this job. 


You certainly will be kept informed about developments. 


With kindest regards I am 


Enclosure 
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Copy 


Bremen 
Hamburg, June 9th, 1958 


Dear Mr. eeeeeees 


The decision of the Supreme Court of the USA declaring the dual 
rate system illegal has changed the situation for all Conferences 
representing Lines in the trade to and from USA with a stroke. 
Let us for the moment leave alone the question of whether this 
decision is presently only directed affecting the interests of 
the Japan-Gulf-Atlantic Conference or must be interpreted in the 
broadest possible sense. 


The fact remains that things have turned from bad to worse. The 
Conferences in the Trade are facing attacks from an ever increas~ 
ing number of occasional or permanent outsiders who can only hope 
to live under the umbrella of Conference tariffs, without the 
Conferences being in a position to adequately and efficiently 
defend their legitimate interests. 


As we all know, the various types of contract systems left much 
to be desired in the light of the interpretation of the USA 
Shipping Act by the Federal Maritime Board, quite apart from the 
fact that under USA legislation deferred rebate systems putting 
on fighting ships etc. are outlawed. 


Whereas the Conference Lines have developed the different Trade 
routes over a period of many years and made big investments and 
taking considerable risks in their endeavours to offer the Trade 
regular, frequent and dependable sailings, there is on the other 
hand little if no recognition of their endeavours to ensure stabi- 
lity and continuity. On the contrary, the Conferences find then- 
selves since years the object of sometimes rather vicious and 
unfair criticism and questioning. 


The development has in our opinion now reached a point that steps 
must be taken in order to defend our basic rights more effectively 
than in the past. 


Soca Twelve llee,. wt ESET Very Wer _CRpE CY OO Meer ren 
pcollescucs to take th ereree in 


I, therefore, is out considered opinion that the non-American Lines 
must take the initiative on the broadest possible basis guaranteeing 
uniform action, and we, therefore, are taking the liberty of 
addressing this letter to members of non-American Lines only. 
















MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 





_ USHAT 


1s 


There are in our opinion two entirely different problems which have 
to be tackled in different ways, namely: 


1) the situation in the traffic to the USA 
- 2) the situation in the traffic from the USA. 


Our ideas are, as follows: 


1) To the USA 


We are of the o our 
iSELVitiaR mest hound. and me are-eied to know shat tn thie spect 
we are not standing 


In the p 
conrerenoes Ss-ahsct of courtesy ant Pin 9 apirit. 0} 000r Se Son. 

; lly have to realize that inateaq of 8 reasonable 
un ders tanding of our problems, we have seen nothing but bureaucratic 
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) From the USA 


As in the trade from the USA our activities are, no doubt, subject 
to the Ancndeen laws, here an entirely different oshvetéen exists. 
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mien hag resulted in completely paralyeing the proper working of 
Re Conterences, |. we expect to CUntcinue the Bretem oO: oLeumship 
SHrerences which after all has stooa the test of ti something 






















We are thinking f.i. about the necessity of more active represent- 
ation of the non-American Lines in Washington. Purthermore, we are 
quite confident that there is the possibility to establish a new 
relationship between Conferences and shippers avoiding the short- 
comings of the dual rate systems or deferred rebate system. Already | 
in 1953 Mesers. Graham, James & Rolph, ma San Prancisco 
admirality lawyers, have drafted a system of "fidelity commission" 
outlined in detail in their attached letter to the Transpacific 
Preight Conference at Japan. If such a system, when adopted, should 
cause renewed injunction, we should not be afraid to show our case 
before a congressional Committee, and bring up at the same time 
other grievances we have. 


If information which we received is correct, and we think it is, 
the non-American Lines in such a case will be treated courteously, | 
understandingly and with respect. | 


We are firty of the opinion that the non~Amertéan Lines, serving 
the American trade, should meet among themselves and take some 
affirmative action to do something in connection with both of these 
important subjects. 

We are sure yon yourselves have already given much thoughts “ 


to all these ems, and your comments and recommendations to 
the above will highly be appreciated. 


Yours truly, 
HAMBURG AMERIKA LINIE 


(s) W. Traber 
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USWAV 
Is 


we have the liberty to address this letter to our following 
colleagues:- 
Je van den Abeele Armement Deppe S.A. 
E. Akita, , James B urness & Sons, Ltd. 
Je Chr. Aschengreen Det Pstasiatiske Kampagni 


Ae Bjorklund Rederiaktiebolaget "Nord— 
stjernan" 


HeAe Chardon Compagnie Géntral Transatlant. 
Je Peters Compagnie Maritime Belge S.A. 
P.Ce van Houten Holland-Amerika Lijn 

Leif Janson Svenska Amerika Linjen 

T. Segaard, Fjell Line - Olsen & Ugelstad 
Olav M. Strand Wilh. Wilhelmsen 

M. Takeda Nippon Yusen Kaisha - 
Ae Veder ooae Lijn = Anthony Veder 
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Mr. Matetz. U.S. Navigation is general agent, is it not, for Ham- 
burg-American Line, North German Lloyd, and Ernst Russ, which 
in 1959 entered into a joint sailing agreement covering the trade be- 
tween the Great Lakes and continental European ports? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Initially, these lines proposed to the Federal Mari- 
time Board, did they not, a joint service agreement ? 

Mr. Hopxtns. There was some confusion on that, Mr. Maletz. I 
think that we misinterpreted our principal’s instructions, and we un- 
dertook to file a form of agreement which was not in accordance with 
their understanding abroad. 

Later, that agreement was corrected. 

Mr. MaALterz. Initially did you present to the Maritime Board a 
joint service agreement / 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. You did? 

Mr. Hopxrns. Yes, sir. 

Mr. Materz. Between Hapag/Lloyd and Ernst Russ? 

Mr. Hopxtns. Yes, sir. 

Mr. Materz. If a joint service agreement had been approved, 
the parties to that joint service agreement would not have been en- 
titled to separate votes in the Great Lakes Conference; isn’t that right? 

Mr. Hopkins. As I recall, that is correct. 

Mr. Maerz. On the other hand, if a joint sailing agreement were 
— into the parties would be entitled to separate votes, isn’t that 
right? 

r. Hopkins. Likewise, that is my recollection, yes, sir. 

Mr. Materz. Is it not a fact that the Federal Maritime Board in- 
formally suggested changing the terminology of the agreement from 
a joint service arrangement to a joint sailing arrangement solely to 

ive these three companies, parties to the arrangement, separate vot- 
ing rights? 

Mr. Hopxtns. Mr. Maletz, I don’t think the suggestion originated 
with the Federal Maritime Board. As I recall, one of our employees 
discussed it—either discussed or took the agreement to an employee 
of the Board, and in discussion mentioned that they would not be 
voting as a unit. And it was pointed out by an employee of the Board 
that the way the agreement was tendered would only give these three 
lines one vote. And immediately we realized that that was not what 
was wanted by our principals. 

And this employee of the Board agreed that we could substitute 
our original document by a corrected document. 

Mr. Materz. Didn’t the members of the staff of the Federal Mari- 
time Board themselves make the suggestion to change this agreement ? 

Mr. Horxrns. I don’t think so; no. 

Mr. Maerz. They didn’t. 

Do you recall writing a letter dated March 10, 1959, to Mr. F, 
Christiansen of Hamburg-American Lines, Hamburg ? 

Mr. Horxtns. No doubt it is here. 

I have it. 

Mr. Matetz. May I direct your attention to the second and third 

aragraphs—and this is a letter that you yourself wrote, Mr. Hopkins, 
is that right? 
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Mr. Hopkins. Yes, sir. 
Mr. Materz. You are writing to Hamburg. 


Last week when Frank Barry was in Washington— 


Who is Frank Barry ? 
Mr. Horxrns. One of our traffic staff. 
Mr. Mauerz (reading). 


Last week when Frank Barry was in Washington and called at the FMB 
Regulations Office, our friends there point out that the agreement as submitted 
refers in several places to “joint service” and according to the Board’s inter- 
pretation, members of a joint service would not be entitled to separate votes 
in the Great Lakes Conference. In order to maintain the individual voting 
status of the three members and at the same time to comply with the necessity 
for filing with FMB, the Board themselves—off the record—suggested that 
the agreement be revised to indicate a sailing arrangement rather than a 
joint service. Further, our friends were good enough to return pages 1 and 2 


of the agreement revised to meet their requirements and this copy is attached 
hereto. 


You will note that there is no change in article 1 but that article 2 is com- 
pletely rewritten and in article 3 the words “in the joint service” are deleted. 
Article 4 has a correction in the spelling of the word “affect” and article 5 is 
completely rewritten with no change in article 6. It is suggested that your good 
selves should forward us four copies of pages 1 and 2 corrected to read as per 
the enclosure and we will arrange with the Board to substitute three copies of 
each of those pages for the original copies filed with our letter of February 27. 
In this manner, there will be no official record of the substitution and no ques- 
tion of voting rights under the agreement will be raised by FMB. 

Does this refresh your recollection that the suggestion was made 
not by you but by those people in the regulations office of the Mari- 
time Board ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. What business did they have to tell you this? 

Mr. Hopxrns. I expect that our Mr. Barry mentioned to them that 
this was an arrangement by which our three members would each have 
separate votes, and I imagine that the individual to whom he spoke 
in the FMB office said, “This won’t do, they will have to be changed.” 

Mr. Maerz. You suspect that. Do you know that to be a fact? 

Mr. Hopkins. No, sir; I do not. 

Mr. Maerz. Do you think it is appropriate for the officials of the 
Maritime Board to be suggesting changes in terminology so as to 
change voting rights? 

Mr. Hopxtns. Mr. Maltez, there was not an official of the Board, I 
do not believe. But I expect that our Mr. Barry would have men- 
tioned to him that these three members expected and desired separate 
voting rights, and the employee of the Board could point out, did 
point out that the way the agreement was worded would not permit 
that. 

Mr. Maerz. So this individual of the Federal Maritime Board 
suggested changes in words without any change in the substance of 
the agreement, isn’t that right? 

Mr. Hopkins. That is correct. 

Mr. Maerz. With the result that these three foreign-flag carriers 
have three separate votes instead of one vote? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. I would offer the documents referred to for the record 
at this point, Mr. Chairman. 

The Cuarrman. Accepted. 
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(The documents referred to are as follows :) 


FEBRUARY 5, 1959. 
To: HAPAG (Kanada-Grosse-Seen ) 
LLOYD (Kanada-Grosse-Seen ). 
From: USNAVIGA (Executive Department). 
Subject : Great Lakes service. 
Federal Maritime Board agreements. 


In view of the fact that your previous aggrements on file with F.M.B. have 
necessarily been cancelled, and as F.M.B. is aware of your intention to operate 
jointly with Messrs. Ernst Russ during 1959, the Board has inquired as to when 
you propose to file a joint service agreement for this season. Actually, as any 
joint service agreement is subject to F.M.B. approval and since technically such 
approval should be secured before the joint service has been announced, we 
request that you advise us of your intentions in this matter as promptly as 
possible. 





} 
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USNAV. 7St/, 


G. Traffic Dept. 


Lakes Dept. | ! /4 2-7 


March 10, 1959 


Mr. ¥, Chrietiansen 
Hamburg American Line 
Ballindamm 25 

Hamburg, Germany 


GREAT LAKES SERVICE 
AGREEMENT BETWEEN HAPAG/LLOYD/ERNST RUSS 


Dear Fred: 


Please refer to Hapag/ Lloyd joint letter of February 14th enclosing four 
copies of the above agreement and you will have received copy of our letter of 
February 27th to Federal Maritime Board with which we filed three copies of the pro- 
posed agre t for &.M. EB. approval. 


Last week when Frank Parry was ia Washington and called at the 7, M. B. 
egulations Office, our friends there point out that the agreement as submitted refers 
jin several places to “joint service and according to the Board’s interpretation, 
/ members of a joint service would not be entitled to separate votes in the Great Lakes 
/ Conference, Ia order to maintain the individual voting status of the three members 


| and at the same time to comply with the necessity for filing with F. M. B., the Board 


themselves - off the record - suggested that the agreement be revised to indicate a 

sailing arrangement’ rather than a Joint service, Further, our friends were good 
enough to return pages } and 2 of the agreement revised to mect their requirements 
and this copy is attached hereto, 


You will note that there is no change in article | but that article 2 is com- 
pletely rewritten and in article 3 the words “in the joint service’ are deleted. Article 
4has a correction in the spelling of the word ‘afiect’ aud article 5 is completely re- 
written with no change in article 6, It is suggested that your goodselves should forward 
us four copies of pages 1 and 2 corrected to read as per the enclosure aad we will ar- 
range with the Board to substitute three copies of cach of those pages for the original 
copies filed with our leyer of February 27th. In this eaten there will be no official \ 
record of the substitu and no question of voting rights under the agreement willbe | [ 

aised by F.M.B. 


a 1 am attaching two extra copies of this letter which you may care to pass 
to Mesers. Lioyd and Russ, but as I have oaly the single copy of the agreement pages 
land 2 - as corrected by F.M.B. - I am taking the liberty of addressing you personally 
in thie matter. Incidentally, we strongly recommend that -evised pages | and 2 should 
be prepared and forwarded for submission to the Board at your earliest convenience, 


“* 


Sincerely, 


T. C. Hopkins 
TCH dts 


Attachment 
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FEDERAL MARITIME BOARD 
WASHINGTON 23, D.C. 


OFFICE OF THE SECRETARY 
A17=9=1/8359 3070 


Hanburg-Amerika Linie 

Norddeutscher Lloyd 

Ernst Russ 

United States Navigation Co., Inc., Agent 
T. C. Hopkins 

17 Battery Place 

New York 4, New York 


Gentlemen: 
You are hereby notified that by order of lay lh, 
1959, the Federal Maritime Board approved Agreement No. 8359, 


four (4) copies of which are enclosed. 
Very truly yours, 
bi “sf i/ igeV 
aides YL. Piet iM 
Secretary Vv 
Enclosures ()) 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Copy of 
C Federal Maritime Board é; ) 
Agreement No. 8359 


THIS AGREEMENT entered into by ani between 


HAMBURG-AMERIKA LINIE, HAMBURG 
NORDDEUTSCHER LLOYD, BREMEW 
ERNST RUSS, HAMBURG 


on the twelfth day of February in the year 
nineteenhund redandfiftynine. 


WITWNESSBTH: 
- Article 1 


Each of the parties hereto operates as a camon carrier by water, as that term is 
defined in Section 1 of the United States Shipping Act, 1916, as amended, ami is 
the owner and/or charterer of vessels suitable for the transportation of cargo, 
and each of the parties hereto may from time to time become the owner or charterer 
of other such vessels. ei 


Article 2 


This agreement covers the establishment ami maintenance by the parties hereto of 
a sailing arrangement in the trade between ports of the Great Lakes of the United 
States and Canada, the St. Lawrence River ami Seaway, Newfoundland and Canadian 
Maritimes, on the one hand, and Continental ports of Europe within the Bordeaux- 
Hamburg Range and United Kingdam ports, on the other hand, and in the trades 
between any two of said ports which are in the Western Hemisphere (not including 
transportation within the purview of the coastwise laws of the United States). 


Article 


The parties hereto shall from time to time agree upon the number, frequency and 
times of the sailings and each party hereto will schedule its sailings, in .accord- 
ance with’such agreement. 


Article 


The parties hereto may become parties to and may resign ani withdraw from any 
conference, pooling arrangement or other agreement which may operate in or affect 
the whole or any portion of the trades covered hereby. The parties hereto shall 
act as individual members or parties of or to such agreements. If they shall so 
decide to become parties to any such conference, pooling arrangement or other 
agreement, they shall be represented for the purpose of carrying out the provi- 
sions of such agreements by United States Navigation Company, Inc., 17 Battery 
Place, Whitehall Building, New York  N.Y¥., or by such other person(s), firn(s) 
or corporation(s) as they shall mutually agree on and may des te in a writing 
filed with the respective representatives of the parties to such agreement and 
with the governmental agency charged with the aiministration of the United States 


Shipping Act, 1916, as ane mied. 
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Article 5 


No agreement or unierstanding as to rates, or conditions pertaining thereto, shall 
be carried into effect prior to approval under section 15 of the United States 
Shipping Act, 1916. 


Article 6 


Except as provided for in Article 3 each party hereto shall manage its own vessels 
and service entirely injiepemiently of the other parties ami shall be responsible 
for its own vessels and service only ani may act iniependently of the other parties 
regarding the solicitation ami booking of cargoes collecting of freight, appointing 
and removing of agents, settling of cargo claims and the handling of any other » 
business. 


Article 7 
Because of the seasonal nature of the trade covered by this agreement, this agree- 
ment may be cancelled only on November lst of any year and only if notice of such 
intended cancellation has been given tc the other parties by the party wishing to 
cancel by the July lst immediately prior to the date of such cancellation; any 
notice of such intended cancellation shall also te given by the party wishing to 


cancel to the govermmental agency charged with the administration of the United 
States Shipping Act, 1916, as amended. 


Article 8 
This agreement shall become effective as soon as, but not until, the same shall 
have been approved pursuant to the provisions of Section 15 of the United States 
Shipping Act, 1916, as amended. 


IN WITNESS WHEREOF the parties hereto have caused this agreement to be executed by 
their representatives thereto duly authorized. 


HAMRURG-AMERIKA LINIE, HAMBURG 


s/ W. TRABER ppa F. CHRISTIANSEN 


NORDDEUTSCHER LLOYD, BREMEN 


s/ EB. PATH K. GAUTIER 


ERNEST RUSS, HAMBURG 


ppa ERNEST RUSS s/ UHLE CORLEIS 


BY 
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= Materz. Mr. Hopkins, have you ever heard of the Wallenius 
Line 

Mr. Hopkins. Yes, indeed. 

Mr. Materz. In what trade does that line operate? 

Mr. Hopxrns. Transatlantic, continental ports to U.S. ports, and 
Canadian ports. 

Mr. Materz. I beg your pardon? 

Mr. Hopkins. In the transatlantic trade between continental ports 
and U.S. and Canadian ports. 

Mr. Maerz. In 1958—— 

The Cuarrman. I note the presence of our distinguished colleage 
from North Carolina, Chairman Bonner. 

Would you care to step up here, Mr. Bonner ? 

Mr. Maerz. Is it correct that the Wallenius Line operates a non- 
conference service between the Great Lakes and Scandinavian ports? 

Mr. Horxrns. I believe so. 

Mr. Materz. In 1958 did members of the Great Lakes-Bordeaux/ 
Hamburg Range Conference enter into a secret gentlemen’s agreement 
with the Wallenius Lines? 

Mr. Hopkins. I do not recall that, sir. 

Mr. Maerz. Was such an agreement ever proposed ? 

Mr. Hopkins. It may have been suggested. 

Mr. Materz. Was it suggested or not suggested ? 

Mr. Hopkins. I do not recall, sir. 

Mr. Maerz. Was a proposal advanced by members of the Great 
Lakes-Bordeaux/Hamburg Range Conference whereby an arrange- 
ment was to be effected with Wallenius and under which Wallenius 
would discontinue carrying general cargo in the Great Lakes trade 
while the conference would agree not to thwart Wallenius in the auto- 
mobile trade? 

Mr. Hopxrins. I know there were discussions about that, Mr. Maletz. 

Mr. Maerz. There were discussions? What were the nature of 
these discussions ? 

Mr. Horxins. My recollection is not clear. 

Mr. Materz. May I direct your attention to a letter dated August 
18, 1958, and see if that helps refresh your recollection. 

Mr. Hopkins. I have it ; yes, sir. 

Mr. Maerz. Does that refresh your recollection ? 

Mr. Hopkins. Yes. I have seen this before. 

Mr. Maerz. Does this not indicate that an arrangement was 
proposed whereby Wallenius could underquote the conference rates 
on shipments of automobiles, but was to discontinue carrying general 
cargo in the Great Lakes trade? 

Mr. Hopkins. That is what it says, Mr. Maletz. This is a memoran- 
dum of Mr. Weiss at a meeting at which we were not present. 

Mr. Maerz. And who is Mr. Weiss? 

Mr. Hopkins. Mr. Weiss, at that time, was chairman of the Great 
Lakes Overseas Freight Conferences. 

Mr. Materz. Was this arrangement actually entered into? 

Mr. Horxrns. No, sir. 

Mr. Materz. It was not ? 

Mr. Hopxrns. No, sir. 

Mr. Materz. Why not? 
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Mr. Horxins. I do not know why not. 
Mr. Maerz. Was it discussed at any greater length after August 
1958 ? 

Mr. Hopkins. Not to my knowledge. 

The Cuarrman. Did you participate in the discussions ? 

Mr. Hopkins. No, Mr. Chairman. 

The Cuaimrman. Were you given any instructions in reference there- 
to by anyone connected with your line? 

Mr. Hopxrns. No, sir. 

The CuarrMan. It just vanished into thin air, as it were? 

Mr. Hopkins. Apparently the proposed deal did not work, for what 
reason I do not know. 

The CuarrMan. It was tried, and then didn’t work ? 

Mr. Hopxrns. I don’t believe it was even tried, Mr. Chairman. 

Mr. Materz. Let me ask you this, Mr. Hopkins. In 1959 did the 
Pacific Coast/European Conference have negotiations with Wallenius 
for a secret gentlemen’s agreement ? 

Mr. Horxtns. I do not know, sir. The Pacific Coast/European 
Conference is not within our jurisdiction. Balfour Guthrie & Co, 
represent Hapag/Lloyd up and down the Pacific Coast. 

r. Materz. Did you ever receive any communication from your 
German principals advising you as to such negotiations? 

Mr. Horpxrns. I do not remember, Mr. Maletz. 

Mr. Materz. May I direct your attention to a strictly confidential 
letter dated May 28, 1959, to U.S. Navigation from Hapag/Lloyd. 

Do you have that, sir? 

Mr. Hopkins. May 28, 1959. Yes. 

Mr. Maerz. To quote the last paragraph : 

There is still the competition of Wallenius to be considered. Very confi- 
dentially we wish to inform you that on the part of the West Coast Conference 
negotiations are already going on since a couple of months with the aim to come 
to an understanding with Wallenius to the West coast, and it stands to reason 
that we would try to extend an agreement which we hope to accomplish also to 
the Bast coast. 

Was that ever brought to your attention ? 

_ Mr. Hopxrns. I certainly saw this letter, and I now remember 
it. 

Mr. Matetz. Tell the committee about it. 

Mr. Hopkins. There is nothing which I can tell which isn’t in this 
correspondence, Mr, Maletz. 

Mr. Materrz. I beg your pardon ? 

Mr. Hopxrns. There is nothing I can tell which isn’t apparent 
here; as far as I know, there was no arrangement ever concluded, 
either on the Pacific coast or the East coast. 

Mr. Maerz. What was proposed specifically ? 

Mr. Hopkins. I do not know what was proposed specifically on the 
Pacific coast. 

Mr. Maerz. What was proposed on the East coast. 

Mr. Hopkins. That was mentioned in a letter here of Mr. Weiss. 

Mr. Materz. Tell us in “eer own words what was proposed for the 
East coast, forgetting all about Mr. Weiss’ letter. 

Mr. Horxrns. I wasn’t present at the-—— 
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Mr. Materz. Yes; tell the committee what you understand to have 
been proposed. 

Mr. Horxrns. I believe that they discussed the possibility of com- 
ing to an arrangement with Wallenius where Wallenius would confine 
his loadings to automobile, and would not compete with the conference 
for other cargo. 

Conversely, the conference would not compete with Wallenius for 
a certain number of automobiles. 

But this was all, to my knowledge, simply a discussion which was 
never entered into as an agreement. 

Mr. Materz. I would offer these documents for the record at this 
point, Mr. Chairman. 

Mr. Tout (presiding). They will be accepted. 


(The documents referred to are as follows :) 
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sway 
USN ait 


NORDDEUTSCHER LLOYD HAMBURG-AMERIKA LINIE 


BREMEN HAMBURG 
GUSTAV-DEETJEN-ALLEE 24 BALLINDAMM 35 


é & 1 
al \ yA ufo} 


May 28th, 1959 


; - Strictly confidential 
—_— 
Messrs. we pf ae. 


United States Navigation vo.Inc ‘hie Ke) 


Newyork 4, N.Y. “Ome, 


EASTBOUND worscouenscs COMPETITION 


We beg to refer to your lettem of May ll, May 13, 
and May 22nd, also to Nr, Rands’letter of May sent, and 
Mr. Bertrams reply of today. 


We share your opinion and also in principle the 
opinion of our Conference colleagues, that we should not 
leave the activities of the outsiders unchallenged. 


Whether the system which we established westbound 
can simply be duplicated in the eastbound trade leaves 
to be seen. There is, however, in our opinion no harm to 
try it out, we only should be a little conservative in 
the beginning, and in this respect we fully share your 
view that there is no sense in reducing the rates more 
or less across the board, .if only a few items move in 
substantial quantities via the outsiders. 


A careful study of those commodities which are 
moving in bigger quantities by outsiders should be made 
and the efforts of the Conierence be, restricted to these 
commodities. In case of need and when we feel that the 
system works the list could easily be enlarged. 


In addition to establishing emergency rates for 
a limited number of commodi-ties we as you know are 
issuing westbound special rates for special parcels, if 
such parcels sre being offered firm and if they are 
considered as interesting. 


We, naturally, do not believe for a minute that 
this intended action will curtail the activities of Neyer 


Line vitally. that it could help to 
a 


rive Ngmenic out of business. 
dice is still the peer of Wallenius to 
be con idered. Very confide : sh to iniorm you 


that on the Da e METSRT Conch Cour erence nen eeTe ions 
. Se Oe eee 8 COUR AS Cb OR LES at he aim 

5 fg with Wallenius to the west 
ASO Ulla s WOULU to extend 


AN Terre NE NONE To OCCOLDITT? fIso tO whe kast 
Oast. 


vY 
Please keep us informed ahout developments. 
Very truly yours, ; : | 


HAMBURG AMERIKA LINIE - ORDDAUTA, li fp |) ) 
pone, ar iy I 


—- 
vsvAv 
Ny 
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GREAT LAKES OVERSEAS FREIGHT CONFERENCES, 
Chicago, Ill., August 18, 1958. 
Subject: Wallenius Line—Owners committee meeting, at Vienna, June 25, 1958. 
To the Members of the Bordeaux/Hamburg Range: 


Following is complete text of minute on the above subject at meeting held at 
Vienna, June 25, 1958. 

As to the Wallenius Line, Messrs. C. G. T. reported that Mr. Marcel Cigrang 
has been appointed agent for the Wallenius Line in Antwerp and is not in favor 
of underquoting the Conference rates. In this connection Mr. Cigrang would see 
Mr. Geuther, the Wallenius Line’s general agent on the Continent. This Mem- 
ber further advised that Mr. Geuther had reported on a recent visit to the 
Wallenius Line headquarters, from which it emerged that Wallenius would be 
prepared to discontinue catering for general cargo in the Lakes trade if the 
Conference would not thwart Wallenius in the automobile traffic. 

This was supplemented by the S.A.L. (Mr. Leif Janson) who reported on 
recent discussions with the Wallenius Line in regard to the competitive situ- 
ation in the Eastbound traffic to Scandinavia and the Baltic. It had emerged 
that Wallenius did not want to become a Conference Member, but would be 
willing to discontinue competition provided the Conference would maintain 
its rates on automobiles and let Wallenius set his own figures without re 
taliating, furthermore with the proviso that Wallenius would be enabled to par- 
ticipate in the transportation of roadbuilding machinery at Conference rates 
and that they would have a free hand in setting their own rates on parcels of 
minimum 600 tons per vessel of any commodity. There would be no limitation 
to the number of sailings of the Wallenius Line as they have 2 new ships being 
built which will make the total complement of their fleet 7 in 1959. Such agree- 
ment with Wallenius, which would have to be unofficial in view of F.M.B. 
regulations, would, the S.A.L. felt, have to be valid for at least three years. 
The S.A.L. intimated that Wallenius would be willing to enter into a similar 
agreement in the Eastbound traffic to the Bordeaux/Hamburg Range. It was 
reviewed that so far the Wallenius Line have not come to the Bordeaux/Ham- 
burg Range Eastbound. They do load Westbound (automobiles) and there was a 
rumor (not confirmed) that their agents in the Rhine district were catering 
for general cargo Westbound. 

It was furthermore reviewed that the Eastbound automobile traffic from 
Lakes ports (meaning practically exclusively Chrysler cars) presently does not 
move via Conference Lines, furthermore that the contract the Wallenius Line 
have with the Volkswagenwerk is watertight, so that Wallenius could not be 
hurt if the Conference would reduce the Westbound automobile rates. It was 
likewise reported that Wallenius’ financial position is very sound, backed as 
they are by long term contracts and also by long term charters for their tankers. 

Messrs. Hapag/Nordlloyd/A/& B. intimated they would be in favour of mak- 
ing with Wallenius an agreement in the Eastbound traffic to the Bordeaux/Ham- 
burg Range similar to the one the S.A.L. has been discussing for the trade to 
Scandinavia and the Baltic, however, if at some time a dual rate contract system 
would be introduced by the Conference from the U.S.A. Lakes ports, a situa- 
tion would arise which would be difficult to explain to the trade. Messrs. 
Oranje Line pointed out that, if after the opening of the new St. Lawrence 
Seaway, the Conference Members would wish to put in bigger: tonnage, it might 
be more difficult to fill such larger ships, which position would be aggravated if 
the Conference were tied to an agreement with Wallenius whereby the latter 
is free to set its own rates on parcels of 600 tons and over. 

Messrs. S.A.L. pointed out that in the Eastbound traffic from the Seaboard 
to the Baitic the Wallenius Line carried 400/500 tons of general cargo per 
ship. Against this, Messrs. C.G.T. mentioned that the Volkswagenwerk had 
requested Wallenius not to carry general cargo, as this would lengthen time in 
transit and thereby cause delay to the automobile shipments. 

After full discussion, Messrs. S.A.L. again specified that an agreement with 
Wallenius should embrace: 

1. on automobiles boxed, unboxed and K.D., as well as automobille parts, the 
Conference Lines would stick to their tariff rates, Wallenius could underquote 
but the Conference would not retaliate ; 

2. Wallenius would carry roadbuilding machinery at the Conference rates; 

3. Wallenius would be free to set its own rates on quantities of minimum 600 
tons per vessel of any commodity ; 
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4. in consideration of the foregoing, Wallenius would undertake not to carry 
nor to quote on any other commodity respectively quantities. 

It was unanimously resolved to request Mr. Leif Janson to pursue on behalf 
of the Conference the matter with Wallenius in the same vein as on behalf 
of the Eastbound Conference Lines to Scandinavia and the Baltic, and to work 
out a proposed agreement for the Members’ consideration and study, which 
assignment Mr. Janson accepted accordingly. 

Grorce H. WErIss, Chairman, 

Mr. Maerz. During the 1930’s was U.S. Navigation Co. the general 
agent in the United States for Hapag/Lloyd ? 

Mr. Horxrns. No, sir. 

Mr. Matetz. It was not? 

Mr. Hopkins. No. 

Mr. Maerz. During the 1930's, did U.S. Navigation operate in the 
North Atlantic trade as a nonconference carrier? 

Mr. Hopkins. To my recollection, they did, although I was not 
with the company at that time. 

Mr. Matetz. Are you familiar with section 14 of the Shipping Act 
which makes it a misdemeanor for any common carrier to use a fighting 
ship? 

Mr. Hopkins. Broadly; yes, sir. 

Mr. Materz. Is it not correct that the term “fighting ship”— 
and I will paraphrase the statute—means a vessel used in a particular 
trade by a carrier or a group of carriers, for the purpose of excluding, 
preventing, and reducing competition by driving another carrier out 
of that trade? 

Mr. Horxrns. It sounds like it; yes, sir. 

Mr. Matetz. Did it ever come to your attention that in the 1930's 
U.S. Navigation operated fighting ships in the North Atlantic east- 
bound trade as a nonconference carrier for the purpose of taking 
eet and drastic rate action against any ft noncon ference 
vesse 

Mr. Hopkins. No, sir; I was not engaged in the transatlantic trade 
at that time. 

Mr. Materz. I didn’t ask you that. Did this ever come to your 
attention ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. Did any of the documents which you have supplied 
to this committee direct your attention to this particular matter ? 

Mr. Hopkins. Something in the correspondence referred to fighting 
ships, I believe. 

Mr. Materz. Did the documents that you supplied to the committee 
indicate that the U.S. Navigation operated on a fighting ship basis 
on behalf of a pool in the North Atlantic trade, a pool in which 
Hapag/Lloyd were members ? 

Mr. Hopxrns. I don’t recall it, sir. 

Mr. Materz. All right, sir, let’s see if we can refresh your recol- 
ection. 

May I direct your attention to a letter dated August 11, 1959, to 
Mr. Richard Bertram from E. O., Jr. Do you have it? 

Mr. Horxtins. Yes, sir. 

Mr. Maerz. Would you, Mr. Hopkins, examine the first paragraph 
of that letter ? 

Mr. Hopkins. Yes, sir. 
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Mr. Maerz. May I quote, Mr. Chairman, the first paragraph : 
DeaR RICHARD: 
This is to Richard Bertram— 


Thanks for yours of August 6th. ‘With regard to your question concerning my 
mention of the money pool system, in point 12 of my letter of July 29th I was 
referring primarily to the ‘type of money pool in use on the North Atlantic during 
the 1930’s. You will remember that these particular pools, eastbound and west- 
bound, successfully prevented the growth of non-conference operations over a 
prolonged period due in part to the unofficial Usnaviga policy (as a non-confer- 
ence pool member) of being ready to take immediate and drastic rate action 
against any other non-conference vessel placed on the berth. Isbrandtsen 
attempted to break into the trade once and was immediately discouraged by us 
in this manner. 

Mr. Knapp. Mr. Chairman, could I ask that at least the next sen- 
tence be read ? 

Mr. Maerz. Of course. 

You will remember these pooling agreements were investigated and approved 
by the U.S. Maritime Commission. 

Is there anything more that you would like to read? 

Mr. Knapp. I just wanted that sentence, anyway. 

Mr. Matetz. Mr. Hopkins, do you know whether, in connection with 
this investigation by the Maritime Commission, there was an examina- 
tion of the TS. Navigation’s operations as a nonconference member ? 

Mr. Hopkins. I do not. 

Mr. Maerz. Or to U.S. Navigation’s policy of being ready to take 
immediate and drastic action against any other nonconference vessel ? 

Mr. Hopkins. I do not know, sir. 

Mr. Maerz. May I direct your attention to a letter dated January 
17, 1955, to U.S. Navigation from Mr. Haven? 

In order to save time, Mr. Chairman, may I just offer for the record 
at this point a letter of January 17, 1955, together with a letter dated 
August 11, 1959, to Mr. Richard Bertram from Mr. Oelsner. 

Mr. Knapp. Could I object, Mr. Chairman, to the offering of a legal 
opinion from a counsel, from a lawyer to a client? I don’t think 
that is proper. 

The Cuarrman. All right. 

Mr. Materz. Mr. Chairman, may I withdraw that letter from Mr. 
Haven, and offer for the record at this point the letter of August 11, 
1959. 

Mr. Touu. That will be accepted and included in the record. 

(The letter referred to follows :) 
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Mr. Richard Bertram 
Norddeutscher Lloyd 
Bremen, Germany 


Dear Richard: 


4 
[ras for youre of August 6th. With regard to your question concern- 
ing my m of the money pool system, in point 12 of my letter of July 29th I was 
referring primarily to the type of money pool in use on the North Atlantic during the 
1930's. 1 remember that a Fen eos tae men and westbound 
successfully prevented the growt! arole 
of ua LG oar to te aoc lOCT Umer pe poscy | 
ber) of ady to take Immediate and drastic rate 
conference y | placed on the berth. Isbrandts tter 
once and was immediately discouraged by us in this manner. 


You will remember these pooling agreements were investigated and 
approved by the U.S. Maritime Commission. In recent years, however, there has 
been a tendency to question the participation of U.S. subsidised lines in shipping 
pools and whether it would now be possible to recreate the same type of pool which 
successfully operated before World War Il, is difficult to say. Nevertheless, while 
a legal opinioa would be interesting, we doubt that it would be advisable at this time 
to attempt to shape the new legislation to provide the special authorization for pools 
which may someday be needed - i. ¢,., authority for U.S, subsidised lines, conference 
and non-conference lines to participate in the same pool. 


We understand the American Committee are having a meeting this week 
and Wierda will report to us any further suggestions which he can develop at the 
meeting. For what it's worth, Rand and Wierda believe it would be a mistake for the 
European ship owners to give testimony in a highly organized manner to Bonner 
Committee members. U.S, Lines feel the “soft sell" technique will be most effective, 


Yours sincerely, 


EO Jridts 
CC: Mr. Werner Traber 


BCC: E,C.O, 
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Mr. Maerz. Hamburg-American and North German Lloyd, 
Mr. Hopkins, are members of the U.S. Great. Lakes/ Bordeaux/Ham- 
wre Range Eastbound Conference, are they not? 

r. Hopkins. Yes, sir. 

Mr. Materz. Has your attention been directed through any of these 
documents to any kind of a “gentlemen’s agreement” between the 
U.S. Great Lakes/Bordeaux/Hamburg Range Conference and the 
Canadian Pacific Railway Co. whereby that company’s steamship line 
agreed to protect conference rates from ports of the Great Lakes to 
Europe ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. What is the nature of this “gentlemen’s agreement”? 

Mr. Horxins. Offhand I am not familiar with it, except that there 
was such an agreement, such an understanding. 

Mr. Materz. When was that reached ¢ 

Mr. Hopxtns. Again, I can’t give you the date, sir. 

Mr. Materz. It was never filed with the Federal Maritime Board 
for approval, was it ? 

Mr. Horxrns. I do not know. The chairman of the Lakes Confer- 
ence may have filed it. 

Mr. Maerz. It was a secret agreement, was it not; wasn’t that your 
understanding. 

Mr. Hopkins. No, I didn’t understand it to be a secret agreement. 

Mr. Maerz. Is there a representative of the Maritime Board here? 

Do you know whether any such agreement was filed with or ap- 
proved by the Maritime Board ? 

Mr. Brunner. I am Donald J. Brunner. 

No, I do not know. 

Mr. Knapp. Is the record clear that Mr. Brunner does not know 
anything about the subject matter ? 

Mr. Brunner. Yes, I do not know. 

Mr. Maerz. Would you advise the committee at the resumption 
of the hearing whether or not such an agreement was filed with or 
a by the Maritime Board ? 

Mr. Brunner. The details of the agreement between the—— 

Mr. Materz. Mr. Hopkins, to clarify this, is it your understanding 
that under this arrangement the Canadian Pacific Railway agreed 
that on cargo its steamship carriers picked up at Great Lakes ports, 
including ports in the United States, it would charge rates fixed by the 
U.S. Great Lakes Eastbound Conference ? 

Mr. Hopkins. Mr. Maletz, the details of the agreement are not clear 
in my mind, 

Mr. Materz. Does that seem approximately correct? 

Mr. Hopkins. Yes; approximately. 

Mr. Maerz. May I direct your attention to a letter dated May 14, 
1959, from Mr. Raymond P. DeGroote, manager-secretary, Great 
Lakes Overseas Freight Conference, to Mr. W. J. Furlong, of the 
Canadian Pacific Railway ? 

Mr. Hopkins. Yes, sir. 

Mr. Materz. Is it not correct that this letter states, in part, reading 
from the second paragraph : 

At that time it was indicated that your line would protect our conference 
rates from lake ports and that your various offices would secure these rates 


from our office. This practice apparently is in effect, as we discuss rates reg- 
ularly with your Chicago office, who in turn pass them on to interested offices. 
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Skipping the next paragraph: 

This quotation of 90 cents per 100 pounds, is contrary to the understanding 
between our respective lines and it was suggested that we inquire from you as 
to whether or not your offices have assessed tariff rates of $1.15 per 100 pounds, 
and if shipper has been formally notified so that no misunderstanding may 
occur on future bookings via our respective lines. 

This would indicate, would it not, Mr. Hopkins, that there is an 
agreement between the United States Great Lakes-Bordeaux-Ham- 
burg Conference and the Canadian Pacific Railway whereby that 
company’s steamship line would protect conference rates from ports 
of the Great Lakes. 

Mr. Horxrns. Some such understanding; yes. 

Mr. Maerz. Mr. Brunner, would you undertake to advise this sub- 
committee at the resumption of hearings this afternoon whether or 
not such an agreement has been filed with and approved by the Fed- 
eral Maritime Board ¢ 

Mr. Brunner. Just one question. Possibly when would this agree- 
ment have been entered into ? 

Mr. Materz. This letter is dated May 14, 1959. 

Mr. Brunner. Very well. 

Mr. Maerz. What is your capacity with the Maritime Board? 

Mr. Brunner. I am in the General Counsel’s Office, Regulation 
Division. 

Mr. Maerz. Mr. Chairman, I would offer this document, together 
with related documents, for the record at this point. 

Mr. Tox. This offer will be accepted and included in the record. 

(The documents referred to are as follows:) 
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Since early quswerdas afternoon this office has been sepidnien numerous 
reports from General Agents as to sharp reductions offered by Canadian 
Pacific from both U. S. and Canadian Great Lakes ports to the Continent. 


Detroit Agents of our lines report that Canadian Pacific had offered 
Bow Chemical Company a rate of 90¢ to A/R/A/F and 1.00 to H/B on Styron 
and related products and had indicated rate of $1.20 on Latex to the 
full B/H range. 


This morning it was reported that Canadian Pacific had informed Dow 
Chemical Co., that they "will meet all New York conference rates from 
Sarnia, Bay dity and Detroit to both the Continent and United Kingdom.* 


. At mid-afternoon today, I long distanced Mr. William Furlong, General 
Foreign Freight Traffic Manager of Canadian Pacific at Montreal and 
inquired as to the accuracy of these reports. 











There follows in substance his remarks in response: 


"We have not been able to get any Continent traffic from the 
Great Lakes." 












peers 
Eastbound Conference has such jurisdictions 





"On the other hand we have not been able to get any sat?ataction 
as to our understanding in this regard, peers we have been 
discussing the subject for some years. 


"We don't give a damn one way or the other whether the Canddiian 
Continental Eastbound Conference or the Canadian Great Lakes 
Continental Eastbound Conference has jurisdiction over Canadian 
Great Lakes ports, mt we do insist that the shbject must be 
satisfactorily settled." 


"I can tell es that any report alleging our iauaanhan to maine 
all New York conference rates from Canadian or U. S. ports to 
the Continent or U.K. is absolutely incorrect." 
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"another thing I can let you know is that the Canadian 
government has been showing considerable concern over 
this subject and that they have been corresponding 
with FMB at Washington with reference to their methods 
of regulation." 


I informed Mr. Furlong that our lines are exceedingly disturbed 
over this situation and that if Canadian Pacific desired to 
provoke unstable rates our lines were prepared to meet the 
situation. Also that our lines were prepared to take vigorous 
action with reference to inbound and outbound freight that they 
control eat Montreal, with respect to whether such shipments are 
to be handled by Canadian Pacific or Canadian National. 


I asked Mr. Furlong how he would suggest having this subject 
promptly and thoroughly reviewed and whether he was agreeable 
to holding a meeting at Montreal without delay. 


His response, “by all means, let's have such a meeting at once." 


One of our member lines informs that up to a few weeks ago 
Canadian Pacific had no intention of trying to work cargo 
from Canadian or U. S. Lakes ports to the Continent, inasmuch 
as they thought they could fill up to U.K. This member line 
advised that in recent weeks Canadian Pacific had difficulty 
in obtaining sufficient cargo out of the Great Lakes to U.K/ 
and began to discuss with shippers about their business to the 


Continent. . 


To complete this report it should be indicated that several 

years ago Owners were asked to consider specifically informing 
the Montreal conference of their intention to not go along with 
the so-called Canada Steamship Line 1948 rate formula as: being 
applicable. In such connection Owners instructed not to give 
any formal information to such effect but rather to act independ- 
ently in the matter and develop rates to and from Canadian Great 
Lakes ports. 


George H. Weiss 
Chairman 
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% “UNITED STATES GREAT LAKES-S°RDEAUX/HAMRURG RANGE EASTBOUND CONFERENCE 
. . : OWNERS COMMITTEE 

a ROTTERDA, August 12, 1958 
s/Lk Kon. Emmaplein 6 


10_THS MEMESRS _ ; f 
Dear Sirs, SP. FILE 43 - 12; 

EASTRAZIND COMPETITION FROM CANADIAN PACIPIC 
At the Meeting in Vienna in June, mention wes mace ~f rate cutting on 
the part of the C.P.K. on Synthetic Rubber from Cleveland by quoting 
$1.50 per 100 lbs to Antwerp/iotterdam and $1.65 to Henburg/Brenen. 


on July 30th I relayed to the “erbers by teleprinter information fron 
Weesre. Oranje Line that accordins to Pow Chemical Co., the C.P.R. 

were offering $ 0.99 fron Dctroit/Scrnia to Antwerp/fotterdas and 

$l.-- to Yenburs/Presen on Syron, against our rate of $1.59 to the full 
Bordeaux/Hrmburg Range. 


I endeayoured to ascertain with the C.P.R., London the intentions 
underlyinz this drastic underquotation, but wae referred to Montreal, 
the C.PeA. peonle in Loncon edvising that they have neither control 
over nor knowledze of what is happening Erstbound. 


Subsequently, the eusceetion cane fron the Membership that the C/P.R. 
Yontreal te contacted by either Ir. Georce ¥. tetes or myself. tkhen 
I was still obtaining the votes on this eucvection, word cane through 
fron Meesrs. S.A.L. to the effect that the c.?.2. maintains that the 
Canadian Lexes porte are fovernce by the £.stboun? Conference in 
Montreal and that the C.?.R. does not recoznize Mr. Weiss. 


This information confirme4 what we had already previously learned 

of the C.P.R. etandpoint concerning Canadien Lexee treffic. Further~ 
more, “Messrs. C.0.T. reported a ceble received fron their Chicago 
Office to the effect thet “r. “cies was already in touch with the 
C.P.R. in Montreal to present the protests of our Eastbound conference 
Qgainst the drastic rate cutting on Styron. 


Subsequently, Messrs. Pjell Line and Orenje Line sugzrested as follows: 


“ after having obtained further views from their overseas 
people fjell line and oranje line sug.test thet their 
representatives for the time beins try to have canadian 
pacific reason with them and fjell and oranje understand 
thet if this would fail the eastbounénenbers in chicago 
intend to register conplaint through can.conference.* 


Thereafter, Mesers. C.@.T. reported as under on the outcome of Mr. 
Weiss’ representations with the C.?.R. Montreal: 


“our chicago office inform us that ¢.p.r. advised weiss 
that drastic recuction on styron was teken as retaliation 
ageinet great lakes conference special quotation no. 5, 
1958 of july 14th covering 12,009 tons sine concentrates 
little current continent and considered as unfair by cpr 
and montreal continental conference stop we think epr 
attitude broucsht ebout by montreal british lines in order 
to get jurisdiction over canadian great lakes absorbed by 
montreel continental conference.” 
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The above mentioned special quotation was issued by Mr. George 

H. Weiss following the decision of this Comnittee to establish an 

open rate on Zinc Concentrates fron Canadian Lakes ports, with 

@ sintwum of Can $10.25 per 2240 lbs f.1.0.8. on parcels of © 

not less than 500 tons, as reflected in circular file 655-1 dated 

July ist 1958. 


All the aboe reflected information was passed on to all Members by 
teletype. 


Prom Messrs. Oranje Line I have now received the undernoted conzunicae 
tion which confirms contents of Messrs. C.0.T.'s last quoted message: 


"Por the sake of intereet, we are quoting letter sent by Messrs. 
Canedian Pecific Railway Conpany to Mr. Sproule on July 25, 19581 


""Referring to “Meéting held this morning relative to Zinc 
Concentrates from Little Current, Ontgrio, and Montreal to 
Antwerp, and discussion reletive to jurisdiction of Cinada 
Continental Freight Conference on rates fron Great Lakes ports, 


In view of the attitude taken by several of the Lines that 
this Conference has no jurisdiction over rates fron Canadian 
Great Lakes ports to the Continent and the fact these lines 
are soverned by rates set by Conference at Chicazo, It would 
eppear our contracts with shippers should be amended to 
clarify this. 


In the meantime, the Cenadian Pecific will name their own 
rates fron Great Lakes ports to the Continent for either 
direct ships or by transhipnent."" 


“We are giving the declaration of the C.P.R. as per the above 

letter further study and we would be very interested to also 

have the views of the other “lemberas on the subject.” 
Thus, the C.P.R. have now placed their views and policy on record. 
Undoubtedly, the Members will receive reports in connection from their 
Representatives in Montreal. 


I shall appreciate if the lines will kindly let me have their views in 
connection with the situation as it has now shaped up. 


Yours truly, 


UNITED STATES GREAT LAKES-RORDEAUX 
HAMEURG RANGE EASTBOUND CONFERENCE. 


Owners Committee 


(s) C. A. van Wenkun-Secretary. 
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UNITED STATES NAVIGATION CoMPANY, INC., 
August 29, 1958. 
INTRA-OFFICE CORRESPONDENCE 
To: T.C.H. (Exec.). 
CC: E.O.JR. (Exec.). 
E.L.V. (Exec.). 
JIMO (Exec.). 
General Traffic Department. 
W.T. (Lakes). 
From: H.H.S. (G. Traf.). 
Subject: Eastbound competition from Canadian Pacific Railway Company. 


Referring to telexes and letters exchanged between Hapag/Lloyd/A & B and 
yourself, at which time they requested you to attend the proposed meeting of the 
Canadian Pacific Railway and our Great Lakes Overseas Freight Conference, 
I believe you are not familiar with the so-called “formula” which the Canadian 
Pacific Railway has mentioned in all their correspondence. I for one did not 
know anything about this formula and no doubt there are others who will find it 
interesting to have their memories refreshed on this subject. 

Back in May 5, 1949 there was a Conference meeting in Rotterdam between the 
principals and Mr. Sproule of the Canadian Continental Freight Conference 
Bordeaux/Hamburg Range. At this meeting it was agreed by all those in attend- 
ance that the direct rates “from Canadian Lakes ports of Fjell and Oranje Lines 
would be established by them at 20 percent under the C.S.L. carload rates, and 
of course the C.S.L. conditions, provided the C.S.L. rates are the lowest connect- 
ing rates, with absorption of insurance on the inland portion of the voyage 
because the C.S.L. insure their bills of lading. In the above ‘the C.S.L. condi- 
tions’ mean that they would make my absorptions that the C.S.L. do, for example 
wharfage, or when a shipper’s plant is located on a rail siding and the C.S.L. 
absorb the cost from that plant to the lake port wharf.” 

For your guidance, there is no document on file as a signed agreement repre- 
senting this discussion which was held in Rotterdam between the Fijell Line, 
Oranje Line and the committee of this conference. It was mutually agreed by all 
present that the record of the discussion should consist only of a memorandum in 
the files, the discussion should not be published to the trade, and Mr. Sproule 
would advise the Lines verbally at their next meeting which was held June 3, 
1949. 

When Mr. Sproule reported this discussion at his meeting he used the word 
that there was an agreement, and Mr. Donald Phelps would not let Mr. Sproule 
use the word “agreement” nor the word “understanding.” After a very heated 
discussion Mr. Sproule was allowed to use the phase, “there was a meeting of 
minds.” In later years this agreement was referred to as the “formula.” 

From the above you will note that technically Oranje Fjell Line made a 
voluntary revision of their rate policy from Canadian Great Lake ports. At 
our last meeting which was held in Chicago on Tuesday, August 26, I inquired 
if and when Hamburg-American Line North German Lloyd joined the Great 
Lakes Conference this formula was pointed out to our representatives. Hamburg 
Chicago Line and French Line stated that as far as they knew they were ignorant 
of this formula. Mr. Weiss stated that as far as the records show when we 
joined the Conference this agreement and/or formula was-never drawn to our 
attention. 

A poll was taken regarding this meeting. The majority of those present felt 
that this meeting would not produce any results. The Swedish American Line 
helieve that the Great Lakes Overseas Freight Conference should have a joint 
meeting with the Canada-Continental Freight Conference. Oranje Fijell 
Line and French Line are of the opinion that our Chairman should meet with the 
representatives of C.P.R. and we voted that if this meeting were necessary 
the Great Lakes Overseas Freight Conference should meet with the C.P.R. 
representatives. This brought about considerable confusion at our meeting and, 
not reaching any definite decision, it was then proposed that we do nothing 
until after the Canada-Continental Freight Conference meeting, which will 
be held in Montreal on September 18. 

While in Montreal last week attending the allocation meeting, a few of us 
met at one of the local meeting places and from an informal discussion I had 
with C.P.R., it is my feeling that they are going to do everything possible to have 
established in Canada a Canadian Great Lakes Conference with its head- 
quarters in Toronto. Mr. Erickson at our Chicago meeting informed those 
present that he received the same information. 








400 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Since no particular date has been arranged with the Canadian Pacific, I will 
inform you immediately a date is set. In the meantime I am returning Hapag/ 
Lloyd/A & B letter, dated August 21. 


GREAT LAKES OVERSEAS FREIGHT CONFERENCES, 
Chicago, Ill., May 14, 1959. 
Mr. W. J. FURLONG, 
Foreign Freight Trafic Manager, Canadian Pacific Railway Company, Windsor 
Station, Montreal, Quebec, Canada. 

DeAR Mr. Furtone: I recall with pleasure your visit to our office last year and 
the conversation that ensued relative to rates and service from the various Great 
Lakes ports to the Bordeaux/Hamburg Range. 

At that time it was indicated that your line would protect our conference rates 
from Lake ports and that your various offices would secure these rates from our 
office. This practice apparently is in effect, as we discuss rates regularly with 
your Chicago office, who in turn pass them on to interested offices. 

On May 12, 1959, at a regularly scheduled conference meeting in this office, we 
were informed of a booking via your line of 110 tons Sodium Sesqui Carbonate 
from Oswego to Antwerp at rate of 90 cents per 100 lbs., whereas the conference 
tariff rate is $1.15 per 100 lbs. 

This quotation of 90 cents per 100 lbs., is contrary to the understanding be- 
tween our respective lines and it was suggested that we inquire from you as te 
whether or not your offices have assessed tariff rate of $1.15 per 100 lbs., and if 
shipper has been formally notified so that no misunderstanding may occur on 
future bookings via our respective lines. 

The writer had expected to visit Montreal the latter part of April; however, 
this trip did not materialize. It is expected that I shall visit your city soon, at 
which time I will call at your office to pay my respects. 

With kindest regards, 

Very truly yours, 
RAYMOND P. DEGROOTE, 
Manager-Secretary, United States Great Lakes Bordeauxr/Hamburg Range 
Eastbound Conference. 


CC: Mr. L. 8. Bissel. 
CC: General Agents. 

Mr. Maerz. Mr. Hopkins, is it or is it not a fact that all Eastbound 
Great Lakes Conferences have a gentlemen’s agreement to honor the 
rates of the other conferences when sailing into their spheres / 

Mr. Horxkuns. I do not know that to be a fact, sir. 

Mr. Maerz. Has such a matter ever been called to your attention! 

Mr. Hopkins. Not specifically that I remember. 

Mr. Maerz. Have any documents ever been brought to your atten- 
tion alluding to this matter? 

Mr. Hopkins. I don’t remember them. 

Mr. Materz. May I direct your attention, then, to a letter dated 
August 18, 1958, from Mr. George Weiss, chairman of the Great Lakes 
Overseas Freight Conferences, to the Bordeaux-Hamburg Range 
members. 

Mr. Knapp. August 18, 1958 ? 

Mr. Maerz. Yes; August 18, 1958. 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. Do you have that, sir? 

Mr. Hopkins. Yes. 
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Mr. Maerz. Mr. George Weiss at that time was chairman, was 
he not, of the Great Lakes Overseas Freight Conferences ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Is it not correct that the last sentence of that let- 
ter dated August 18, 1958, sent out by Mr. Weiss reads as follows: 

After full discussion the members confirmed their intention to cooperate in 
line with the recommendation implied in the motion adopted at meeting No. 6 
at Cannes on May 26, 1957, to the effect that “all Eastbound Great Lakes Con- 
ferences should cooperate and that members of one such conference should al- 
ways honor the rates of other conferences when sailing into their spheres.” 

Had you ever seen this document before this morning ? 

Mr. Hopkins. Yes, this was one of the documents which was 
taken 

Mr. Materz. What do you suppose that Mr. Weiss meant by that‘ 

Mr. Hopkins. I can only read it as you did. 

Mr. Maerz. How do you read it? 

Mr. Hopkins. That there was an intention voiced at some meeting 
in Cannes to avoid competition in rate between lines which are mem- 
bers of the Great Lakes Conferences when going into another’s 
spheres. 

Mr. Maerz. Mr. Chairman, I would offer this document for the 
record at this point, together with related documents. 

Mr. Toit. These documents will be accepted and included in the re- 
ports, and the matter will be referred to the Federal Maritime Board, 
and to the Department of Justice. 

(The documents referred to are as follows :) 


GREAT LAKES OVERSEAS FREIGHT CONFERENCES, 
Chicago, Ill., August 22, 1957. 





Subject : Cooperation with Gulf Conferences. 
To the Members of the Bordeaux/Hamburg Range Conference: 


At the July 16-17 meeting, during discussion of the proposed letters to Mr. 
C. R. Andrews at New York dealing with suggested “co-operation”, it was indi- 
cated that if the Owners agree to consider whether the letters to Mr. Andrews 
should be replaced with corresponding letters signed by Mr. Weiss that the 
Owners be requested to also consider whether similar “co-operation” letters 
should be addressed to Mr. H. A. Carlys, Chairman of the Gulf Continent and 
Gulf French Atlantic Conferences. 

In line with the above, a Member Representative now proposes that the fol- 
lowing letter should be addressed to Mr. van Wankum. 

DEAR MR. VAN WANKUM: 

Now that the question whether “co-operation” letters addressed to Mr. C. R. 
Andrews at New York should be replaced with corresponding letters signed by 
Mr. Weiss are to be considered by the Owners at their Bremen meeting on Oc- 
tober 4, the Member Representatives here have given their (unanimous?) ap- 
proval to requesting that you kindly bring to the attention of the Owners for 
their consideration at the same time a recommendation that similar “co-opera- 
tion” letters be forwarded to Mr. H. A. Carlys Chairman of the Gulf Confer- 
ences to the Continent and French Atlantic. 

It is the opinion of the Member Representatives that constructive co-operative 
arrangements with the Gulf Conferences are desirable inasmuch as the Gulf 
Conferences are actively competitive in a considerable territory in which our 
Great Lakes Lines are also actively soliciting. 

Your kindness in giving effect to the indicated request will be appreciated. 

Will you kindly let me have your early advice whether you approve forward- 
ing of the above framed letter to Mr. van Wankum? 

Georce H. WEIss, Chairman. 
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copy copy 


GREAT LAKES OVERSEAS FREIGHT CONFERENCES 


108 North State Street, Chicago 2, Illinois 


August 18, 1958 
TO THE BORDEAUX/ HAMBURG RANGE MEMBERS. 


SUBJECT: Cooperation between Members with regard to 
other territories served by Members of the 
Great Lakes-Bordeaux/Hamburg Range Eastbound 
and Westbound Conferences ---- Owners Committee 


Following is complete text of minute on the above subject at 
meeting held at Vienna, June 25, 1958. 


This item has been placed on the Agenda by Messrs. Fjell Line 

who reported having been hurt by rate action by one of the other 
Members on cargoes from the Great Lakes to the U. K. Messrs. 
Fjell Line suggested that this could have been avoided if the 
Member Line in question had properly inquired as to the actual 
rate structure at the time of shipment. The Member Line in ques- 
tion explained that it had made such a check but that it mst have 
been misled by the confusing situation existing in the Eastbound 
trade to U-K. ports. After full discussion the Members confirmed 
their intention to cooperate in line with the recommendation im- 
plied in the motion adopted at Meeting No. 6 at Cannes on May 26, 
1957 to the effect that “all Eastbound Great Lakes Conferences 
should cooperate and that Members of one such Conference should 
always honor the rates of other Conferences when sailing into their 
spheres." 


George H. Weiss 
Chairman 


pace saerpmmesiten at 
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COPY 


GREAT LAKES OVERSEAS FREIGHT CONFERENCES 


108 North State Street, Chicago 2, Illinois 


May 31, 1957 


TO THE MEMBERS OF THE BORDEAUX HAMBURG RANGE CONFERENCE 


Following is full text of cablegram received today giving 
brief advices as to determinations at Eastbound Owners Committee 
Meeting, held at Cannes, France, May 28, 1957. 


"May 30, 1957 7:27 PM 


YOUR LET 17TH OWNERS COMMITTEE MEETING AGREED CANADIAN AND 
USA LAKES SEGREGATION BOTH WAYS ON PAPER ONLY HOWEVER 
DECIDED FORMATION OF COMMITTEE AT TORNONTO CONSISTING OF 

ALL AGENTS OF MEMBERS LINES WHICH COMMITTEE MAY PUT UP 
PROPOSALS TO CONFERENCE CHAIRMAN IN CHICAGO FOR DECISION 

BY EASTBOUND MEMBERSHIP FULLSTOP DECIDED TO CHANGE VOTE 

IN USA LAKES AGREEMENT TO UNANIMOUS EFFECTIVE FROM DATE OF 
APPROVAL BY FMB FULLSTOP DECIDED SPECIFICALLY FOR DOW 
CHEMICAL MOVINGS THAT IF FULL CARGOES OFFERED ON CHARTER 
BASIS THE MEMBERS INTERESTED SHALL PUT PROPOSITION UP TO 
OWNERS COMMITTEE FOR APPROVAL WHO UNDERTOOK RENDER DECISION 
WITHIN TWENTY FOUR HOURS FULLSTOP OCTOBER FIRST RATE 
INCREASE DECISION PRESENTLY PREMATURE BUT AGREED 

TO HANDLE IN CORRESPONDENCE AS AND WHEN MEMBERS ABLE TO 
BETTER JUDGE ISSUE FULLSTOP REGARDING COOPERATION OF LAKES 
CONFERENCES MOTION WAS MADE THAT THE MEETING SHOULD RECOMMEND 
THAT ALL EASTBOUND LAKES CONFERENCES SHOULD COOPERATE MORE 
CLOSELY AND THAT MEMBER OF ONE SUCH CONFERENCE SHOULD ALWAYS 
HONOUR THE RATES OF OTHER CONFERENCES WHEN SAILING INTO 
THEIR SPHERES STOP AS THIS MOTION WAS ONLY CARRIED BY 
TWO THIRD MAJORITY SAME ONLY APPLICABLE USA TERRITORY SINCE 
NEW CANLAKES AGREEMENT PROVIDING UNANIMITY FULLSTOP YOUR LET 
MAY 21ST OWNERS DECIDED AMERICAN MOTORS MOVING FROM MILWAUKEE 
KENOSHA TO BORDEAUX HAMBURG RANGE SHALL TAKE SAME SPREAD OVER 
1957 CHRYSLER SPECIAL DETROIT RATES AS APPLICABLE TO SCANDINAVIAN 
RANGE FULLSTOP FOREGOING FOR YOUR ADVANCE INFORMATION STOP 
WILL EXPEDITE DESPATCH OF APPROVED MINUTES WITH OFFICIAL TEXT. 


VANWANKUM LAWECON" 


George H. Weiss, Chairman 
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3/4,000 TONS STh ' STEEL HAMILTON/HAMBURG. — SNFERENCE LINES HERE 
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Mr. Materz. Do you recall, Mr. Hopkins, or did it come to your 
attention that in 1955 the U.S. Lines suggested that a complaint 
should be filed to the Federal Maritime Board charging the Meyer 
Line with unfair competition—with unfair practices? 

Mr. Hopkins. Something in the correspondence, yes, sir. 

Mr. Maerz. And do you recall that after discussion between the 
member lines it was concluded in October 1955 that they should not 
file a complaint with the Maritime Board, since these member lines 
were probably just as vulnerable as Meyer, having engaged in ques- 
tionable practices which took place in Europe ‘ 

Mr. Horxtns I do not recall that specifically, no, sir. 

Mr. Matetz. Do you recall any document so indicating ? 

Mr. Hopkins. No. 

Mr. Materz. I direct your attention to a letter dated October 14, 
1955, and one dated November 2, 1955. 

Mr. Horxrns. Yes, sir, I have them. 

Mr. Matetz. This document dated October 14, 1955, is to Hapag/ 
Lloyd, is it not, from your company ¢ 

Mr. Hopkins. Yes, sir. 

Mr. Materz. This letter reads, in part, as follows—and I am quot- 
ing from page 1, and part of page 2: 

We have discussed the matter with Mr. Traber, as well as Mr. Rand and his 
associates in the U.S. Lines, with the suggestion that it might be pos- 
sible to utilize the record of what happened on the Pacific Coast Conference, 
plus a legal opinion as to what the penalties are in connection the practices 
which we believe Meyer Line perform, which might be presented to Meyer in 
Oslo in an effort to come to a compromise understanding with him. For exam- 
ple, in return for his agreement not to exceed two sailings per month or reduce 
rates less than 10 percent below conference rates, the conference would not bring 
the matter up before the Federal Maritime Board or attempt to stimulate the 
Federal Maritime Board into making an investigation. Unfortunately, our 
friends decided they were probably just as vulnerable as Meyer to being ques- 
tioned on the stand and concluded that probably the Conference Lines would 
not be intérested in the proposal because of this. However, since the usual 
Conference Lines’ questionable practices take place in Europe rather than in the 
United States, Rand felt that it was worth putting up to the lawyers, which he 
is doing. 

Did I read that correctly, sir? 

Mr. Horxtns. You did. 

Mr. Knapp. Did you finish the letter, Mr. Maletz ? 

Mr. Maerz. Would you like me to read any more? 

Mr. Knapp. Just the last sentence. 

Mr. Materz (reading) : 

He mentioned that it was the conference attorney’s opinion, however, that the 
conference should not press for a Federal Maritime Board investigation of non- 
conference practices, from a purely legal point of view. 

I also direct your attention, Mr. Hopkins, to a letter dated No- 
vember 2, 1955, from U.S. Navigation to Hapag/Lloyd, and I would 
quote the last full sentence in the first page. 

Do you have it, sir? 

Mr. Hopkins. Yes, sir. 


70300 O—61— pt. 3, vol. 1-28 
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Mr. Materz. “Rand”—and Mr. Rand, I take it, is a vice president 


of U.S. Lines—— 
Mr. Hopkins. Executive vice president of U.S. Lines, yes. 


Mr. Materz (reading) : 


Rand had thought well of the idea but wanted to check to see if the transgres- 
sions of the Conference Lines, which presumably are taking place solely in 
Europe, result in making the conference just as vulnerable as Meyer, or whether 
by reason of the fact that Meyer’s transgressions occurred in the United States 
while the Conference Lines’ occurred in Europe, it may still be possible to press 
Meyer without fear of retaliation. We, of course, pointed out we had nothing to 
worry about either in this country or Europe, and might be able to press the 
matter on our own. Rand has not indicated what his lawyers had to say about 
this, and we will attempt to find out and will pass the information on to you if 
it is obtainable. 


I would, Mr. Chairman, offer for the record, these documents at this 


int. 
Mr. Tou. The letters will be accepted and included in the record. 


(The letters referred to are as follows :) 





, 
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UNITED STATES Navica 
" mow Ci, Jixc, ae 
_ 17 BATTERY PLACE . ( 


NA 


October 14, 1955 


~ 
ORIGINAL BY AIR WME 

To: Hapag, Hamburg = 
Lloyd, Bremen 


. 
’ 
. 


From: Usnaviga, New York (EO Jr) 


UUTSIDE COMPETITI 










We wish to thank you for letter of Octhber 4th, 


in connection with the Mitsui no < @ practices in the Pacific 

in Mitsui deciding to join the 
Conference, We havg obtain legal opinion on this point, 
which is contrary to/the above beef. Nevertheless, we feel there is 
little to lose by attg¢mpting the sam for in the North Atlantic East- 


with the above, te thought has urred to us that although 
ility of the Federal Maritime Board 
appear’ weak, nevertheless any general hearing could easily result in 
some jmbarrassinent to Meyer as well as Mitsui. We are rather 
intimately familiar with some of Meyer Line's illegal practices and 
believe\they are especjally vulnerable towards questioning under oath 

the sutjects of deferred rebates and improper filing of rates in 
Washington. ve discussed the matter with Mr. Traber, as well 

as Mr. Rand and his associates in the United States Lines, with the 
suggestion that it might be possible to utilize the record of what happened 
on the Pacific Coast Conference, plus a legal opinion as to what the 
penalties are in connection the practices which we believe Meyer Line 
perform, which might be presented to Meyer in Oslo in an effort to come 
to a compromise understanding with him, For example, in return for 
his agreement not to exceed two sailings per month or reduce rates less 
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UNITED STATES NAVIGATION cl INC. NEW YORK 4,.N.¥. / 
17 BATTERY PLACE 
October 14, 195$8 


Hapag/ Lloyd 


than 16% below Conference rates, the Conference would not bring the 
matter up before the Federal Maritime Board or attempt to stimulate 
the Federal Maritime Board into making an investigati ortunately, 


our friends decided the 
oned on the stand and concluded that probably the Conference 


nes would not be interested in the . however, 
“Since the us. al Copferer onavie practices take bimee in 
Se rather jhaninth ited States, Rand felt th was worth 
putting up to the lawye which doing. /\Fle mentioned tha wa 
@ Conlerence attorneys opinion, howevef, that the Conference should 
not press for a Federal Maritime Board investigation of non-Conference 
practices, from a purely legal point of view. 


ee, 


bee: E, Cc. Q, 


xi.e. the 
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Tc Cer Nm 
purrs STATES Navicanion GUL, Itc. 
17 BATTERY PLACE 


6 


” 


November 2, 1955 
(Dictated 1/1/55) 


ores ona BY Ala MAR 


Hapag, Hamburg . 
Lloyd, Bremen i 


Usnaviza, New York (EO Jr) 
NORTH ATLANTIC CONTINENTAL 


Although we will be 
of yesterday's North Atlantic 
vpies of letters to Mr. Rand 
d to the members, and were 
It was the consensus of 


Meyer io r thts sailings. The idea teing - that Meyer is so guilty 

of breaking the law, he would be willing to avoid ceing placed on the 

witness stand ty aes? his sue perhaps to two per month, Baad, 
U d heck to 





410 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


. Uktiae STATES NavicaTion Co.):4c. 
17 BATTERY PLACE 


Hapag/Lieyd 


. 


country or Europe, and might be able to press the matter on our owas. 
Rand has not indicated what his lawyers had to say about this, and we will 
attempt to find out and will pase the information on to you if it is obtainable. 


The matter of increasing rates 1/% was favored by all except 
Cosmopolitan and United States Lines, and they decided to go with the 
majority although Cosmopolitan had to hold out for a February ist date 
instead of a January ist effective date because they felt that the date 
should Le the same as that established by the French Conference of which 
they are also a member. It is desired that this increage be kept confi- 
dential until a press release is made simultane ousl¥S both sides of the 
Atlantic, and you will hear further from us on this. For the time being, 
therefore, bookings beyond February lst can only be made at ships’ rates, 
until notice of the increase is generally rel 


( 


until Monday, Nov. ‘Tthy 
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Mr. Materz. Mr. Hopkins, do you think it is appropriate or proper 
for a conference chairman to make up two sets of minutes of conference 
meetings, one to be submitted to the members of the conference for 
editing, and the other an edited version with matters stricken out to 
be submitted to the Federal Maritime Board? Do you think that is 
proper practice ¢ 

Mr. Kwapp. I object to this witness’ opinion as to what is proper 
and what is improper. This witness hasn’t been authorized to express 
an opinion as to the Maritime Board. 

Mr. Maerz. Mr. Chairman, I would withdraw the question, and 
ask Mr. Hopkins this question: Do you know whether any conference 
chairman makes up at. least two sets of minutes of conference meetings, 
one set to be submitted to the members of the conference for editing, 
and the second set, which represents an edited version, with various 
matters stricken out, submitted to the Maritime Board ? 

Mr. Hopxtrns. Mr. Maletz, you used the word “edited” and it is not 
unusual, or I don’t believe, out of order for the chairman of any meet- 
ing to submit a draft of the minutes to various persons attending the 
meeting for their perusal and to make corrections if any are needed. 
That has been done, and I expect has been done by many people. 
Editing and striking out—— 

Mr. Materz. You don’t know of any striking out ? 

Mr. Meaper. It is the practice of committee members and the Mem- 
bers of the House of Representatives to revise and extend their re- 
marks. Certainly if the editing is limited to corrections of language 
and clarification of meaning to reflect what transpired, I cannot see 
anything reprehensible about circulating a draft of the minutes to 
the members who were present to make sure that they reflected what 
did happen. 

Now, as to the question of doctoring a record so that it does not 
correctly reflect what occurred and submitting that to the Federal 
Maritime Board in compliance with the law and regulations so that 
it is actually deceptive, that. is a completely different matter. 

Mr. Maerz. Mr. Hopkins, may I direct your attention to a com- 
munication to the U.S. Navigation dated May 25, 1955, from Mr. R. 
Nutto, and may I also direct your attention to a communication dated 
June 27, 1957, from Mr. George H. Weiss, chairman, to the members 
of the Bordeaux/Hamburg Range Conference. 

Do you have those two, sir? 

Mr. Knarr. What was the second ? 

Mr. Maerz. June 27, 1957, with enclosure. 

Mr. Hopkins. I have them. 

Mr. Materz. Is it not correct that the first of these documents, May 
25, 1955, indicates that Mr. Weiss submitted an edited version of what 
takes place at conference meetings to the Federal Maritime Board? 
I think you will find that. reference on page 3. 

That would be the second full paragraph. 

Mr. Hopkins. This is what Mr. Nutto gives as his view; yes, sir. 

Mr. Maerz. That is correct, is it not? 

Mr. Hopkins. That is what he says. 

Mr. Maerz. The document dated June 27 indicates “edited”—and 
I put that in quotes—an “edited” version of a conference meeting; 
is that correct ? 

Mr. Hopkins. That is exactly the language Mr. Weiss used ; yes, sir. 





412 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Maerz. Would you please examine that enclosure? 

Mr. Hopkins. I see a number of deletions, sir. 

Mr. Marerz. A number of deletions. 

In other words, no reference was made to a number of extremely 
important matters that were discussed at that meeting; isn’t that 
correct ¢ 

Mr. Hopkins. Mr. Maletz, I wouldn’t know how important they 
were; I would presume that Mr. Weiss, either in his own judgment 
or with the advice of counsel, decided, possibly after consultation with 
counsel, what was important and should be reported. 

Mr. Maerz. Now, the document indicates, does it not, that there 
was a deletion of any discussion pertaining to schedule of rates on 
Allis Chalmers products; is that right ? 

Mr. Horxrns. Yes. 

Mr. Materz. And a paragraph reporting that “in accordance with 
Owners Eastbound Committee instructions, American Motors at Ke- 
nosha had been given Bordeaux/Hamburg rates 3 cents over Detroit 
basis” was deleted, was it not ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Also deleted was this language, “A motion was offered 
that Mr. van Wankum obtain authority from the Owners Eastbound 
Committee for such a warning notice with respect to the North At- 
lantic Conference Lines, authority to be obtained either by mail vote 
or at next meeting of the Owners Eastbound Committee. This action 
was lost, 4 to 3”; that was deleted ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Also deleted was a reference, a four-line reference, to 
nonconference competition ; is that correct ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Also deleted on page 3 was any reference to the 
Toronto Committee; is that correct ¢ 

Mr. Hopkins. Yes. 

Mr. Maerz. Deleted was any reference to Simca ? 

Is that right ? 

Mr. Horpxrns. Yes, sir. 

Mr. Maerz. Also deleted on page 4 was the reference to “Returned 
Exhibition Cargo”; is that right ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Also deleted was the reference to the item captioned 
“Cooperatién of Lake Conferences” ; is that correct ? 

Mr. Horxrns. That is. 

Mr. Materz. Also deleted were matters contained under the caption 
“Dow Chemical Charters”; is that correct ? 

Mr. Hopxtns. Yes, sir. 

Mr. Maerz. Wouldn’t you say, Mr. Hopkins, that this indicates 
that these deletions represent doctoring of the discussion that took 
place at this conference meeting ? 

Mr. Knapp. I respectfully suggest that Mr. Hopkins is not quali- 
fied to express an opinion on the competence of Mr. Weiss as a confer- 
ence chairman. 

The Carman. Probably “doctor” is a bad word; use the word 
“changes.” 

Mr. Knapp. That speaks for itself. 

I merely objected that Mr. Hopkins is not qualified to express an 
opinion on Mr. Weiss’ competence. And that is the issue here. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 413 


The Cuamman. What is your view on this? What does this in- 
dicate ¢ 

Mr. Horxins. To me, Mr. Chairman, that for some reason which 
I do not know why, what his reason was, Mr. Weiss saw fit either 
on his own judgment or on the advice of conference counsel, to delete 
any reference to these items which were apparently discussed at the 
meeting. 

Mr. Marerz. Mr. Hopkins, your company was a member of this 
conference, was it not ? 

Mr. Hopxrns. Yes. 

Mr. Maerz. And these deletions were brought to your company’s 
attention, were they not ? 

The Cuarrman. I just want to warn counsel, you cannot coach 
a witness, you cannot tell a witness what to say or not to say, and 
whispering of the sort 

Mr. Knapp. I wouldn’t presume to coach this witness. 

The CHarrMan (continuing). Probably indicates you are disclosing 
to him what you think he ought to say or should not say. Now, we 
allow considerable latitude here, but be careful about that, please. 

Mr. Knapp. I can assure you, Mr. Chairman, that this witness needs 
no coaching from me. 

Mr. Horxrys. I am sorry, I didn’t hear the last question. 

Mr. Maerz. Would you read the last question, Mr. ay ony 

The CHatrman. You see, the only privilege a counsel has before 
a congressional committee is to advise his client as to his constitutional 
rights. We have allowed you to inject yourself into the proceedings, 
ons. wP a matter of grace, and not as a matter of right, you under- 
stand. 


Mr. Knapp. And I very much puerta’ the courtesy. 


Mr. Maerz. Mr. Reporter, would you read the pending question ? 

(‘The question, as recorded, was read by the reporter. ) 

Mr. Maerz. Will you answer the question, sir? 

Mr. Hopkins. I think that the honorable chairman questioned the 
word “doctoring.” Obviously there were changes made. What, Mr. 
Weiss’ reason for making those changes were, I do not know, sir. 

Mr. Maerz. The nature of the proposed changes to be made by 
Mr. Weiss was brought to your attention or to your company’s at- 
tention, was it not ? 

Mr. Horxtns. When we received this letter of June 27 from Mr. 

Weiss, we saw what he was deleting from what he calls the unofficial 
minutes ; yes, sir. 
_ Mr. Maerz. He advised, did he not, that this edited version was 
intended to represent the official version for filing with the FMB 
in Washington? Did you object to this edited version, with these 
changes ? 

Mr. Hopkins. No, sir. 

Mr. Maerz. You did not? 

Mr. Hopkins. No, sir. 

Mr. Maerz. Mr. Chairman, I would offer for the record at this 
oe a document dated May 25, 1955, together with one dated June 
27, 1957. 

The Cuatrman. They will be accepted. 

(The documents referred to are as follows :) 
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INTER-COMPANY CORRESPONDENCE ~~ 


FROM 
KUECKER STEAMSHIP SERVICES, INC., 6 NORTH MICHIGAN AVENUE. CHICAGO &, ILLINOIS. U. & A. 


TO: United States Navigation Company pate: May 25, 1955 


ATTENTION: Mr. He Seifert Ua U 
WRITER: Mr. Re Nutto 
SUBJECT: Great Lakes Bordeaux/Hamburg Eastbound Range Conference Meeting of May 2hth 


This letter is a running account of the above meeting, it follows along the 
lines of the agenda with certain innovations. 


Mr. Weiss gave a report of his trip to New York and the discussions he had 
with both Ford and General Motorse He was told by Ford that they ship Automobile parts 
for their assembly plant in Belgium vie New York from Detroite In Mr, Weiss*® opinion 

__ » ‘ "this traffic might move in part through the Great Lakes this year, but on the whole 
ATT eFord is and will continue to use the Seaboard. Mr, Weiss further reported that Ford 
AT? ,international will be moving to Detroit. When speaking with General Motors he was told 
wir jthat they will not use the Great lakes for export, although, they are not closing this 
BLY yavenue completelye They did ask for our sailing schedules and asked to be kept informed 
wot all Great Lakes automobile rates. Mr. Weiss’ report is being mimeographed and will 

-——t6 sent on to you as soon as we receive it. The Gonference disapproved our Canadian 

OVP mmniuto Rate proposal but approved some higher rates from Canadian ports which are being 
OPNS,..8ent to you with this letter. 


Enclosed you will find a memorandum entitled *Forwarding Services by Great 

triers,* which was sent to the Gonference by the New York Freight Forwarding 
sociatione Mr. Weiss was told to reply to this memorandum that the Great lakes Car- 
ers do no freight forwarding services. They do make out bills of lading but this is 
n compliance with the Federal Maritime Board. This subject was further discussed by 

the members and they all denied doing any freight forwarding duties. They did clear 


* the most flagrent users of carriers to clear the customs were the freight forwarders. 
“Ye submitted your request to the Conference to raise the charge of preparing bills of 
Jating from $4.00 to $7.50 and this rate was disapproved. 


USaD WHISKEY BARRELS: 


L & L Woperage Company, Lawerenceburg, Indiana is offering 100,000 pound 
shipments to the Great lakes but must have a lower rate than is now in the tariff, 
Conference members decided this was impossible because of the low value of the com 
modity and have docketed it for future consideration if and when the railroad estab- 
lishes export ratefe 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 415 


(QOMPETITION 


A member made the following comment about Metron Line; "Metron is in debt to 
the stevedores and terminal operators from last year. In fact, they have not yet paid 
their time charter on one of their vessels from last year.* 


SCANDINAVIAN TRANSSHIPEMSNT RATES 


Establishment of rates to Scandinavia were discussed and it was proposed that 
the same structure for the establishment of rates to the Scandinavian Baltic area be 
wed to establish rates this year as was used last year. This proposal was passed four 
(4) to two (2), Kohl's office and ours voting negative. 


We asked for Scandinavian rates of $2.70 per 100 pounds on hides and this pro- 
posal was disapproved four (4) to two (2) again. We did get reconfirmation of the rates 
sent you for the Scandinavien Baltic area which were decided on at our last Conference 
metinge On consulting various members in regard to the competitive owners advising them 
on the hide rates to Scandinavia, we were told by each one that they had not received advises 
from their Owners. Enclosed with this letter you will find som new and revised trans~ 
shipment ratese 


Res TRE 
Carried on docket 


DUAL RATE LITIGATION 


This subject was discussed and nothing wes definitely decided, it was put on 
docket for our next meetinge 


PILOTAGE DEVELOPMENT 
Cerried on docket 


EoM, Be LETTER 


This letter giving the reasons for our increase in rates hes not yet been sub- 
mitted to the Federal Maritime bard. Mr. Weiss has been waiting for the Conference mem 
bers to submit to him their owners views for the revised letter. If there should te any- 
thing that you would like changed or added to the letter that was sent you please notify 
this office. The next Gonference meeting will be held July 12th at 10:30 A. Me 


DARD _COSLISS IONS 


The Gonference then took up the matter of the action with regards to the United 
States North Atlantic Continental Gonference paying of commissions. Mr. Weiss submitted 
the new commission rate thet is to be paid on the commodities in which this commission is 
applicable. After a lengthy discussion, it was decided to hold this in abcyance until we 
hear further on the subjecte 
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TORMINAL & WH\RFAGE CHARGES AT TORO 


The Conference discussed the fact that the French Line was not accessing an 
8¢ per hundred pound terminal and wharfage charge on import cargo. After a lengthy dis- 
cussion it was decided that the French Line should contact their Toronto office and their 
office should approach the member lines representatives in Toronto and formulate a uniform 
practice of 8¢ per hundred pound charge. If this can not be done in Toronto, the Oonfer- 
ence will take up the matter with the Joint Owners VJestbound for it is a westbound matter 
dealing with imports to Toronto. 


R°GISTRATION OF CONFERENCE MIiUTES WITH Fe Me Be 


been awaiting the monn lines permission. The Qonference members 
sho T arate un tiete cdi ted aioe eS and send em to the members for E consideration, 
5 will, henceforth, make up two sets of minutes wich will be Suluitted to the members, 
One will be called a report of the meeting and this will not be filed wifBR the F. Me Be, 


[the other concise, edited version will be submitted jor approvals aug this will be filed 
Ww. 8 e Me De 


GREAT LAKSS DIFFERENTIAL OVER MONTRZAL RATES 


Our Conference is not aware that our rate structure has been dictated by an 
agreement between Montreal and this Oonferencee We believe a misunderstanding has arisen 
and that the bibntreal Oonference and its Chairman are going under a misapprehension. Our 
members are in accordance that no such rate agreement exists, but have decided to carry 
this matter on docket. 


JOINT OWNERS" ADVICES 


With the letter received from Mr. van Wankum of May 12th this matter has been 
officially closed. 


RATES 


Enclosed with this letter you will find new, revised, and adjusted rates that 
were decided upon at the Qonference meetings 


This completes the subject matter that was discussed at the meetinge We will 
attempt to keep you informed of any further develo:ments on any of the above subjects. 


Yours very truly, 


Deke, a AL 7 Vl 


Robert H. Nutto 
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V Y/ VY f aa Telephone STate 1.0661 


OCSAT LANG OVONSOAS FNoICHT E€onrannricss 


108 NORTH STATE STREET, CHICAGO 2, ILLINOIS 


June 27, 1957 


TO THE MEMBERS OF THE 
BORDZAUX/HAMBURG RANGE CONFERENCE 


SUBJECT: OFFICIAL MINUTES OF JUNE 7, 1957 MEETING. 


_ > 
I attach edited copy of thd unoffici minutes of the ° 
June 7, 1957 meeting. ~ is 

In this edited form it is intended to prepare the official 

?74B version for filing at Washington. 


“wL11 you pleage let ne have your advice whether you approve 
the minutes as edited for filing. In the event you wish 
to sugzest a change in the proposed official minutes, will 
you please let me have the details of such change? 


the official minutes when processed. 


You will be furnished your customary supply of coples of _. R 


George H. Weiss 
Chairman 
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GREAT LAKES BorDEAUX HAMBURG RANGE EASTBOUND CONFERENCE 
MEETING NO. 4, 1957 


Minutes of meeting held in Conference Rooms, 108 N. State Street, Chicago 2, 
Illinois, June 7, 1957 


PRESENT 


Mr. A. M. Bouteille, Mr. R. B. Falkiner: French Line. 

Mr. K. W. Dusing: Fjell Line. 

Mr. Charles Sartori, Mr. C. F. Ewig, Mr. R. Kohl: Hamburg Chicago Line. 

Mr. H. Seifert, Mr. E. A. Kuecker: Hamburgh American Line, North German 
Lloyd, Ahrenkiel & Bene. 

Mr. R. J. Gretzema : Oranje Line. 

Mr. Arnold Erickson : Swedish American Line. 

Mr. C. E. March: Wellenius Line. 

Mr. George H. Weiss, Mr. W. A. Hotchkiss : Conference Office. 

Mr. George H. Weiss in the Chair. 


The meeting opened at 10:00 a.m. 

The Chairman introduced Mr. Charles Sartori of Sartori and Berger, Ham- 
burg, Germany, and welcomed his participation in the proceedings under the 
agenda. 

No. 1. Confirmation of minutes: Minutes of meeting held on April 16, 1957, 
were confirmed as issued. 

No. 2. Unanimous approval was given to rates published since April 16, 1957, 
meeting and thru to end of June 7, 1957, meeting. 

No. 3. General freight increase: Advice from the Owners Eastbound Commit- 
tee abroad duly noted that there will be further consideration before decision is 
reached on question of promulgating a general rate increase effective October 
1, 1957. Accordingly this item was continued on docket. 

No. 6. Dangerous cargo: On motion of Oranje Line rates on dangerous cargo 
were ordered canceled in tariff No. 13 and tariff No. C8. 

No. 7. Proportional rates: Consideration was given Item No. 5 “Proportional 
Rates” in minutes of joint meeting at Brussels on February 13 which prescribed 
limitations in connection with such rates. This subject was ordered continued 
on the docket. 

No. 8. Freight brokerage: Mr. Sartori inquired whether it had been estab- 
lished that the conference members had lost any desirable shipments to the 
North Atlantic ports due to the higher rates of brokerage being paid by the 
North Atlantic Continent Conference. The member representatives felt that 
there had been a diversion of some shipments from the Great Lakes ports due to 
freight forwarders being attracted by the higher North Atlantic brokerage. The 
extent of such diversion was not known. 

No. 9. Nonconference competition: The Chairman reported a list of 14 tramp 
vessels being offered for Great Lakes loadings. 

No. 10. Dual rates: There was general discussion of the pending Japan/Atlan- 
tic Conference appeal to the United States Supreme Court from a lower court 
Wecision holding dual rates to be unlawful. 

No. 11. Seaway tolls: There was extended general discussion on latest develop- 
ments in the St. Lawrence Seaway toll situation. Fjell Line moved that the 
Owners Eastbound Committee jointly confer on this subject and undertake to 
furnish the lines here with a joint statement of their views. Mr. Weiss was 
authorized to write Mr. van Wankum accordingly and further instructed to 
supply appropriate details of the United States and Canadian laws dealing with 
the Seaway and tolls. 

No. 14. Strike rule: The strike rule issued May 10, 1957, in connection with 
labor disturbance then prevailing at the Port of Cleveland was ordered canceled 
effective June 7, 1957. 

No. 15. Bulk cargo items: Proposal of Hapag, Lloyd A&B was given considera- 
tion relative to present conference agreement requirements and conference tariff 
Rule 14 specifying notification to the conference office of rates applied and other 
particulars in connection with bulk cargo loaded in deep tanks. Unanimous 
approval was given that Mr. van Wankum place on agenda for next meeting of 
the Owners Eastbound Committee proposal to change the basic conference 
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agreement (second paragraph of Article 2) under the terms of which presently 
members must file rates quoted against “open” items. 

No. 17. Dow Chemical charters: Owners Eastbound Committee instructions 
duly noted that on Dow Chemical full-cargo charter offerings to members such 
offerings are to be referred to Owners Committee for approval with agreement 
that decisions are to be rendered within 24 hours. Oranje Line expressed the 
opinion that not only Dow but all chartering activities in the trade should be 
submitted to owners with details also given to the member representatives here. 
French Line moved that all lines refer to Owners Committee all charter proposals 
being negotiated except those in connection with “open” rate items and also that 
Owners be requested to enlarge their instructions dealing with charters and 
presently limited to Dow. 


The Cuairman. At this point, we will take an adjournment until 
half past 2. 

We have just a few more questions to propound to you, Mr. Hop- 
kins. 

Mr. Hopkins. Thank you, sir. 

Mr. Knapp. In connection with your observation, Mr. Chairman, 
it might be appropriate at this time to express the appreciation of 
myself and my client for the extreme courtesy we have received from 
the Chair and from the staff during this entire proceeding. 

The CHarrman. Thank you. 

I want to state that you have been very cooperative with us 
under very trying conditions, and we want to be sure the record 
discloses our gratitude to you for that cooperation. I would say, too, 
that you have been very courteous to the staff. And we do try to 
reciprocate the best we can. Situations may develop that may seem 
irritating, but that is not our fault, I can assure you, for we are simply 
trying to do our duty. 

Mr. Knapp. Thank you, sir. 

The Cuarrman. We will reassemble at 2 :30. 

(Whereupon, at 12:40 p.m., the committee recessed, to reconvene 
at 2:30 p.m. the same day.) 


AFTERNOON SESSION 
The CuatrMAn. The committee will come to order. 


TESTIMONY OF T. C. HOPKINS, ACCOMPANIED BY WHITMAN KNAPP 
AND JOHN HANNA, JR.—Resumed 


Mr. Maerz. Mr. Hopkins, do = think that it is in the public in- 


terest for particular lines, which are members of a conference, to 
organize in blocs for the purpose of exercising veto power over the 
actions that might be taken by that conference ! 

Mr. Horxins. No, sir., 

Mr. Materz. You do not. And I take it, by the same token, that 
you would regard it as inappropriate for given lines to work in 
unison on the conference matters ? 

Mr. Hopxrns. Not necessarily, Mr. Maletz. There might be 
occasions when, if they were all convinced of the sincerity of their 
objective, they might act in unison. 

Mr. Materz. But you regard it as inappropriate for particular 
lines to operate as a bloc ? 

Mr. Hopkins. Yes, sir. 
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Mr. Materz. Let me ask you this. Is it not a fact that 
Hapag/Lloyd, the Hamburg-Chicago Line, and Wallenius operated 
as a bloc in the Chicago Eastbound Conference ? 

Mr. Horxuiys. Not that I recall, sir. 

Mr. Maerz. I will have to direct your attention to some more 
documents, sir. You were with the United States Navigation begin- 
ning the first part of 1956? 

Mr. Hopkins. The latter part of 1956. 

Mr. Materz. May I direct your attention to a document dated June 
12, 1956 — 

Mr. Horxtns. That is before I joined, Mr. Maletz. 

Mr. Materz. Dated June 27, 1956—were you with the company 
as of that time? 

Mr. Horxins. August 1, 1956. 

Mr. Materz. And one dated July 11, 1956? 

Mr. Knapp. What were those three dates again ? 

Mr. Materz. June 12, 1956; June 27, 1956; and July 11, 1956. 

While your associates, Mr. Hopkins, are locating these documents, 
is the Chicago Eastbound Conference still in existence ? 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. And is it referred to by that name? 

Mr. Horxtns. Great Lakes Continental Eastbound Freight Con- 
ference. 

Mr. Materz. The Great Lakes Continental Eastbound Freight Con- 
ference is the present name of that conference ? 

Mr. Horxins. That is right. 

Mr. Materz. Was it always referred to by that name / 

Mr. Hopkins. I am not sure, Mr. Maletz. 

Mr. Maerz. Among other things it covers the east bound trade 
via the Great Lakes —_ Chicago and other Great Lakes ports to 
continental European ports; is that correct ? 

Mr. Hopkins. Other U.S. Great Lakes ports; yes, sir, not Canadian. 

Mr. Materz. It covers the trade from U.S. Great Lakes ports to con- 
tinental European ports / 

Mr. Hopkins. Correct. 

Mr. Maerz. Have you found those documents, Mr. Knapp? 

Mr. Knapp. We have June 27 and July 11. 

Mr. Maerz. Have you found a document dated June 27, 1956, with 
an attachment dated June 12, 1956, consisting of a letter from Carl F. 
Ewig to the Kerr Steamship, Ltd., of Montreal, Canada ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. Who is Mr. Carl F. Ewig of 44 Whitehall Street, New 
York? 

Mr. Hopkins. At that time Mr. Ewig was agent for the Hamburg- 
Chicago Line. 

Mr. Maerz. For the Hamburg-Chicago Line? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Could you identify Kerr Steamships, Ltd.? 

Mr. Horxrns. The Kerr Steamships were also agents for the 
Hamburg-Chicago Line. As I recall, Mr. Ewig was the agent in 
New York, and Kerr in Chicago. 
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Mr. Materz. This document, Mr, Chairman, reads in part as fol- 
lows. And I am referring to a letter dated June 12, 1956. This is 
from Mr. Ewig’s concern to Kerr: 


GENTLEMEN: As you know, the Chicago Eastbound Conference has a number 
of seven votes total. Of these seven votes, Hapag/Lloyd/A. & B. represent one 
yote through Kuecker Steamship Services, Chicago and Hamburg Chicago Line 
another vote through Midwest, Chicago. Your Chicago office, voting for Wal- 
lenius Line represents a third vote. As you are also aware, the Chicago Confer- 
ence operates on a two-third majority voting system. If and when these three 
yotes are coordinated, we will always be in a position to overrule any and all 
proposals which to our way of thinking might be detrimental to the services 
represented by the three voting parties. Based on the above, I think it would 
be a sound idea, provided you agree to the general scheme of it, if these three 
parties in Chicago could be combined into a group which, if nothing else, would 
get together before voting on any given proposal put up by the conference or any 
member thereof. 


Was this document called to your attention, Mr. Hopkins, prior to 
this morning? 

Mr. Hopxrns. Only when I read in some of the material taken from 
the file sir. 

Mr. Materz. And what was your reaction when you did read it? 

Mr. Hopkins. That Mr. Ewig was presuming to arrange a bloc 
which we did not subscribe to, nor which, as far as I know, was ever 
consummated, 

Mr. Materz. I direct your attention to a letter dated June 27, 1956, 

Mr. Hopkins. Yes, sir. 

Mr. Materz. This is another letter from Mr. Ewig to Kerr Steam- 
ships, Ltd., “Confidential.” Do you have that, sir? 

Mr. Hopxrns. Yes, sir. 

Mr. Maerz (reading) : 


For your better understanding of the situation I like to explain more in detail 
why it is so important for us, from time to time, to count on the Wallenius vote 
in the Chicago Eastbound Conference. 

This conference is comprised of three groups of two votes each and of Wal- 
lenius as seventh vote. The three groups are Oranje/Fjell, SAL/French, and 
Hapag-Lloyd/HCL. resp. Different from the Canadian Conference the Chicago 
Conference is built on a two-third majority vote. 

The Wallenius vote is of no special significance for us for matters which we 
want to have approved. If we have the two other groups on our side the two- 
third majority is available anyhow. If there is only one of the two groups on 
our side the one Wallenius vote is insufficient to secure the required majority. 
However, in such cases as we are interested to decline we cannot overrule the 
other two groups without the Wallenius vote, but with the Wallenius vote on 
our side we can block such action of the other two groups as undesired by 
us, 

It has happened lately twice on applications for reduced rates where Hapag/ 
Lloyd and HCL wanted some more time for investigation which was not given 
us because Wallenius without any special interest in the repective business 
voted with the other two groups and made the new rates applicable irrespective 
of our viewpoints. 

These are the situations which we like to eliminate with your good help in 
the future. 


Did yousay, Mr. Hopkins, that a bloc was not organized ? 

Mr. Horxtns. To my knowledge, no, sir. 

Mr. Maerz. Would you refer to the letter of July 11, 1956. Do 
you have that, sir? 

Mr. Hopkins. I do. 


70300 O—61—>pt. 3, vol. 1——-29 








422 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Materz. Didn’t this letter of July 11, indicate Kerr Steam- 
ships’ acquiescence to the suggestion for the formation of a bloc as 
between Hapag/Lloyd, Hamburg, Chicago, and Wallenius ? 

Mr. Hopkins. It would so indicate to me, yes, sir. 

Mr. Maerz. This letter would indicate that a bloc was organ- 
ized; isn’t that correct ? 

Mr. Horxins. I wouldn’t be sure, Mr. Maletz. 

Mr. Maerz. Let’s see what this letter says, sir. This is from Kerr 
Steamships to C. F. Ewig: 

Upon receipt of your letter of June 27 under the above heading, we advised 
our office in Chicago that on rate matters of a general nature “or questions which 
do not particularly appear to be the concern of the Wallenius Line, please exercise 
your vote in line with the Hapag Lloyd A. & B., and Hamburg Chicago members.” 

In addition to the foregoing we also ask that they advise us in advance the 
docket for discussion or anything in particular which they consider to be of 
special interest to the Wallenius Line. Therefore, should you have any particu- 
lar views on conference matters, we would appreciate your advice in order that 
we may appraise the situation and advise Chicago accordingly. 

We trust the foregoing will be satisfactory to allow Wallenius, Hapag Lloyd 
A. & B., and Hamburg Chicago Line to work in unison on these conference 
matters. 


Mr. Chairman, I would like to offer these documents, together with 
related documents. 

The Cuarrman. They will be received. 

(The documents referred to follow :) 
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TO: KUECKER, CHICAGO Wz tid 
FROM: USNAVIGA (Great Lekes Dept.) 
: -  WALLENTIUS LINE VOTE 


We attach hereto, for your confidential infor- 
mation, copy of a lcttcr dated June 12 from Hire Ce Fe 
Buig's office addressed to Kerr Steanships, lontreal, 
which is self explanetory regarding the above vote in 
the Conference. 


Their third parazreph refers an the recent 
votes on tinplate which was approved by the Confererce 
on the basis of competition via the Gulf. As we advised. 
you in teletypes, there was no competition fron the Gulf 
as this cormodity has not moved from there for over a 
year, neither Conference vessels nor non-Conferece. ves- 
sels as por information received from leading tinplate 
shippers and our Gulf Department. 


We woald appreciate your coments to the at- 
tached lettcr and as soon as a reply is received from 
Kerr, lontreal, we will forward you copy of same. 


s 
¢ 


‘We Thorsen 7 


WT sap 
Attachment ~ 


es! " | | June 27, 1956 
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Thenks for your Ictter of June 25, 1956. 


/ 
[res your better uderstaniing of the situction I like to explain more in detail why 
it is so inportcst for us fron tine to tire to count on tho Mo licnius vote in the 
Chicago Eastbeim3. Conferences 


This conference £8 ccmprised of three rroups of two votes ench ani of Vallentus as 
ceventh vote. The three groups are Oranje/Tjell, SiL/French, an Mepac-Liloyd/ICL. respe 
Different fron the Canadicn Conference the Chicago Conference is built on a 2/3 rajority 
votes 


The MLienius vote is of no special significance for us for mtters which we vant te 

have ¢pproved. If wo have the tuo other crucups on our side the 2/3 majority is cvailsble 
anyhow. If there is only one of the two croups on our side the one Wallenius vote is 
insufficient to sceure the required mijority. Hovever, in such cases as we are interested 
to decline we ecmnot overrule tho other two crusups without the Wallenius vote, but with 
the nllenius vote on our side wo can block such action of the other two grwcups as ; 
undesired by use 


It has happened lately twice on applications for reduced rates were Hapag/Lloyd and 

HCL wanted’ sere nore tim for investigation which ws not given us because Wellenius 
without any special interest in the respective business voted with the other tvo groups 
and made the nev rates applicable irrespective of our viewpointse 


These are the situations which we like to elininate with your good help in the future. 

I fully see jour viewpoint not to cive us an open authority on the Wallenins votes On 
the other hand I feel that you will be burdened with many details if your Chicago office 
is approachihg you on each ani every rate application in the Chicago Conferences 


May I therefore suggest. that you instruct Mr. March to either check with Mr. Kuecker { 
or Mr, Kohl before giving an affirmative reply to rate reductions, If he learns of 

our dnegative attitude he should refer the matter to you for discussion with ae 
Co. and me before he takes a definite stand, 


Ker Steam é = oo 


Please be good encuzh to consider the matter once more under the above viewpoints 
and let me know as to whether or not you could agree to the above. ; 


72 
Late 


Carl F, Ewig 


' 


CFE: ew 
cc: US,-Navigation Coo, NeYo ~~ 
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63 KERR STEAMSHIPS LIMITED ° 
“ 433 ST. JOHN STREET 
MONTREAL 1, QUE. 


r 


June seh resi. 
[ims ‘ 


Dvig, ; 
4 Whitehall Street, 
New York 4, H.Y. 


Attention: Mr. Klaus Edler 
Deer Sire: CEICACO EASTBOUND CONFERENCE * 


‘ Pasicelly 1 we feel that ycur proscetiien ue bi 
the three votes in the Chicago Eastbound Conference into a conbined 
group is e scund idea. Eowever, we do not fcel that for the tine being 
ve ehould instruct Chicago to act wholly indepencent of this office. 


There ere ciny questions put before the Conference 
that concern rates, policies and the like that my appear to a Chicago 
office. cs relatively uninportant end yet have creat beering on other 
lakes’ ports, either U.S. or Canadian, to a far greater extent than - 
would appesr on the curfece. Therefore, for the tine being at least, 
ve shall supervise trotters relating to the Conference froa this office 
as td you to scene extent with Hacburg Chicago Line, however, inasouch 
es we are ell connected via teletype this should not hinder matters for 
enythicg requiring inzediate decision can be placed before this office 
in a mtter of minutes. This would, cf course, place New York and Mone . 
treal in a stronger position to oversce matters that pertain to the 
entire lakes, ; : ‘ f else's 


We trust you will understand our position in this 
matter and essure you that it is our intention to fully co-operate 
with both you and U.S. Navigation in ae with matters pertaining 
to this Conference, j 

pons very ) wee 
KERR STEAMSHIPS LIMITED © 

. i Sak pies: 
SMD :dm y 5M. Dillon 


c.c. U.S, Nevigation Co. Inc. New York. |: Ladies Ge Sich asentc 


we 
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_ Tris COPY FOR XAKXXT PQA ) 
4 \ 
{KERR STEAMSHIPS LIMITED 
' “40S 97 JOnm sTREET 
MONTREAL 1. QUE. 


Mr. C.F. Ewig, ‘ 
44 Whitehall Street, 
New York 4, N.Y. 


Dear Sirs: CHICAGO EASTBOUND CONFERENCE 
- WALLENIUS LINE - 


Upon receipt of your letter of June 27th under the 
above heading, we advised our office in Chicago that on rate matters of 
@ general nature “or questions which do not particularly appear to be 
the concern of the Wallenius Line, please exercise your vote in line 
with the Hapag Lloyd A. & B., and Hamburg Chicago Members." 


In addition to the foregoing we also ask that they 
advise us in advance the docket for discussion or anything in particular 
which they consider to be of special interest to the Wallenius Line. 
Therefore, should you have any particular views on Conference matters, we 
would appreciate your advice in order that we may appraise the situation 
and advise Chicago accordingly. 


We trust the foregoing will be satisfactory to allow 
Wallenius, Hapag Lloyd A. & B. and Hamburg Chicago Line to work in unison 
on these Conference matters. 
Yours very truly, 


Kerr Steamships Limited 


SMD: dm 


c.c. Mr. G. Loos, Montreal. 
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bpm x )— SHAW - fe 


OMPANY CORRESPONDENCE” _ 
FROM 
KUECKER STEAMSHIP SERVICES, INC.. 6 NORTH MICHIGAN AVENUE. CHICAGO 2. ILLINOIS. U. 8. A 


mt Cur 
P nwo 7 
ia AKE 

cea 1 


Be me ae 


WRITER: Mr. B. A. Ruecker Le ; om oN 


ATTENTION: Mr. 3. Thorsen 


SUBJECT: WALLENIUS LINE VOTE 
. SEA . 
Thank you fer sending us a copy of Mr. iwig's letter oF: ine 12th-to nerectc le 
Steexship Line in Mentreel, with your letter of June 27th. \e have discuss2d this! hete 
and we give below opinicns for and acainst such pre-determined combined action from 
which you ray be able <> arrive at a final decision for future action. 


This is, of course, @ policy matter, but it is ry opinion that forming “blpcs" 
within the ConSespace = : have secre cancerous repercussions, because if it is sensed by 
the other mexbers, thes can censistently aauper any ection that we might like to have 
tal:en that has a sligs “2 , asventace to our resj;ective lines, I thin’: what we need is fewer 
emerjcncy rate recuests tnct require “phone polls” so that we can sutmit them to you for 
advisctie ection, and thet aby vote to the bofl"Mterests of our ova principals. Deyond 
this, whenever ve can >2l2 rate requegs for discussion at Conference meetings it gives 
us an opportunity to cur competitors’ opinions, which is an important influencing 
factor in many rate e>lish=ent cases. 


spressed the personal opinion that we need a sufficiently ; 
S ‘Cot nference irom taling any action whieh is not in line with our 
However, the interest of our incivicusl priacizals differ to 3 

nc these rust be considered before mz.:ing certain decisions on 


sufficient oneal wort=, it should not be passed, but perhaps re-studied and re-submitted, 
Generally speaking, we ez2 eble to present sufficiently stron; arguments asainst any 
proposal when we have a --aiid reason, or justification for descenting. 


* ‘A Perhaps it weuld be a good idea for the time being to have your headquarters 

~ onfer with lir. Ewig en< tir. Edler when you feel this matter is of sufficient izportance 

1.C* -. gor unity of action oa any catters thet have been referred to your attention, end we will 
,‘' jéo likewise in coordineti=; with Mr. Rohl and Mr, March here on other neatters when we think 
: each confidential pre-dicested consideration should be given prior to submission to the 

j ‘> Conference as a whole, 


' 
‘7 


err 


b5 
Oe tied f- fok* 
Wee. Coe tet» 
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Mr. Materz. I will ask you this question. Why you believe it in- 
appropriate for lines tehieh are members of a conference to organize 
a bloc? 

Mr. Horxrns. It seems to me that if they organize a bloc they are 
voting, perhaps, by reason of the influence of some other member 
rather than their own judgment. I think that preferably evch mem- 
ber of a conference should vote according to its own beliefs, its own 
right, rather than following someone else. 

Mr. Maerz. Bloc voting would frustrate the entire purpose of the 
conference, would it not? 

Mr. Horpxtns. It certainly would not help it. 

The CuarrMan. Those matters will be referred to the Federal Mari- 
time Board. 

Mr. Maerz. Is Mr. Brunner here from the Federal Maritime 
Board ? 

Mr. Brunner. Yes, sir. 

Mr. Materz. I think just before the recess, Mr. Brunner, you were 
asked whether a aiden agreement had been filed with or approved 
by the Federal Maritime Board. 


STATEMENT OF DONALD J. BRUNNER, FEDERAL MARITIME BOARD 


Mr. Maerz. Have you checked into the matter? 

Mr. Brunner. Yes. I have contacted my office, and such agree- 
ment was not on file with the Board. And we found out the Canadian 
Pacific was not a member of that conference. However, they joined 
the conference in May of 1960. 

Mr. Maerz. They joined the conference as of May of 1960? 

Mr. Brunner. That is correct. 

And the date we were interested in was May 14, 1959. 

Mr. Maerz. So from that period up to May 1960 there was a secret 
gentlemen’s agreement which had not been filed with the Federal 
Maritime Board for approval ; is that correct ? 

The Cuarrman. There has been an agreement; whether it is secret 
or not, there has been an agreement which has not been filed ¢ 

Mr. Brunner. This information which came to light today may 
indicate that; yes. 

Mr, Maerz. Will you repeat that, Mr. Brunner? 

Mr. Brunner. This information which came to light this morning 
may indicate that there was an unfiled agreement up to and including 
May of 1960 until Canadian Pacific joined the conference. 

Mr. Maerz. And you are the official representative of the Federal 
Maritime Board at the hearings today ? 

Mr. Brunner. Yes; I am. 

Mr. Materz. I take it you understood the direction of the Chair that 
this matter was being referred to the Federal Maritime Board and 
the Justice Department for appropriate action ? 

Mr. Brunner. I did. 

Mr. Matetz. Thank you. 

Mr. Hopkins, isn’t it generally true that a steamship line which is 
i member of a conference is reluctant to have the Federal Maritime 
Board look into unfair trade practices or law violations by other con- 
ference members? 
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Mr. Hopkins. I don’t know that I am competent to answer that, 
Mr. Maletz. 

The Cuarrman. That is a little difficult to answer. 

Mr. Hopkins. Yes, sir. 

The CuarrMan. Rephrase that, Mr. Maletz. 

Mr. Materz. Isn’t it a fact that conference members believe it un- 
desirable to “wash dirty linen” before the Federal Maritime Board ? 

Mr. Hopkins. Speaking for ourselves, yes. 

Mr. Materz. Actually the question, as you probably have gathered, 
was based on a specific document. You recognize that, do you not! 

Mr. Hopkins. Not especially, but I don’t question it. 

Mr. Matetz. May I direct your attention, then, to a document dated 
August 12, 1957? 

Mr. Hopxtns. Yes, sir. 

Mr. Maerz. The second paragraph of that document which, by 
the way, is a memorandum to your midwest agent, Mr. Kuecker 
states does it not: 

We all realize the undesirability of “washing dirty linen” before FMB and 
so far as possible, any questions or investigation dealing with alleged unfair 
practices should be dealt with informally. In many conferences, the chairman 
has been authorized to call for and examine bills of lading, manifests, etc., and 
to have access to any member line’s records if he (the chairman) considers 
it necessary to investigate a complaint. To our knowledge, in several confer- 
ences, this authorization has rarely been used but the mere fact of its existence 
may tend to keep the members “honest.” 

I take it that is the expression of the position of many if not most 
of the conference members, isn’t that right ? 

Mr. Hopkins. I can only speak for ourselves, or myself. 

Mr. Matetz. Yes, sir. 

Mr. Hopkins. But quite possibly it is shared by others. 

Mr. Maerz. Your organization—and this is true, I take it, of 
most steamship carriers and their general agents—obtains informa- 
tion, does it not, from time to time about violations by other con- 
ference members? 

= Hopkins. Information—I don’t know exactly where that 
word—— 

Mr. Matetz. I didn’t mean to use the word “information” in any 
invidious sense. 

Mr. Hopxtns. We hear stories, Mr. Maletz. I suppose everyone 
else has heard the same. 

Mr. Maerz. Don’t you sometimes obtain intelligence, shall we say, 
from various sources about possible violations by other conference 
members ? 

Mr. Hopkins. We hear rumors from time to time, allegations which 
may be unfounded and generally speaking, as far as I remember, 
have been unproved. 

Mr. Maerz. Doesn’t it become a little bit more specific than that! 

Mr. Hopkins. I don’t know that I can, because when, for example, 
one of our solicitors, one of our salesmen is calling on certain firms, 
he may be told that Line X is giving us such and such a rate. That 
may be self-serving by the party who sells him that story. And we 
are not disposed to accept it as a fact unless we have some positive 
evidence. 
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Mr. Maerz. Mr. Chairman, at this point the committee has in- 
formation from the files of the United States Navigation concerning 
violations by other conference carriers. 

For example, you have received information in 1955 that the Belgian 
line was offering substantial rebates to obtain a shipment of 450 ships. 
Do you recall the documents so indicating? 

Mr. Horxrns. I do. 

Mr. Materz. The question is based on a correct premise, is it not? 

Mr. Horxrns. That we have received information to that effect. 

Mr. Maerz. What did you do about that information ? 

Mr. Hopxrns. I don’t recall, Mr. Maletz. I was not with the 
United States Navigation Co. on that date. 

Mr. Materz. Would it be the policy of United States Navigation 
to apprise the conference of a matter such as this? 

Mr. Hopxins. If they believed it would be a violation, yes. 

Mr. Maerz. Also, in 1956, did it not come to the attention of 
United State Navigation that the Holland America Line had granted 
special rates in shipments of aluminum scrap from New York by the 
device of being lenient on measurements ? 

Mr. Hopkins. I am vague on that particular statement. May I 
have the reference ? 

Mr. Matetrz. Do you recall a document so indicating ¢ 

Mr. Horxrns. Documents mentioning something of that nature. 

Mr. Maerz. I see. And in 1956 did it come to the attention of 
United States Navigation that the Oranje Line was violating its 
conference agreement in respect to the carrying of casings? 

Mr. Hopkins. I don’t recall that one at all. 

Mr. Maerz. This is a document dated November 23, 1956. 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. Does that document indicate an apparent violation 
of the conference agreement by the Oranje Line? 

_Mr. Hopxrns. According to Mr. Kuecker, who wrote the letter, yes, 
sir. 

Mr. Maerz. Is it also not correct, Mr. Hopkins, that United 
States Navigation was advised in 1956 that an importing firm of 
Antwerp obtained from all conference carriers except two a special 
commission of 5 percent on all unpacked automobiles arriving in 
Antwerp? 

Mr. Hopxtns. I don’t recall that one either; I am sorry. 

Mr. Maerz. I direct your attention to a letter dated March 19, 
1956, from Hapag Hamburg, copy to Lloyd Bremen, to United 
States Navigation. 

I direct your attention, Mr.* Hopkins, to the second sentence of 
the first paragraph, reading as follows: 

Confidentially we have been advised that all shipping lines grant a commis- 
sion of 5 percent on all unpacked automobiles arriving at Antwerp for their 


account with the exception of the German combined service and Compagnie 
Maritime Belge. 
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Mr. Horxrns. That is what the letter states; yes, sir. 

Mr. Maerz. I wonder if you will explain to the subcommittee why 
none of these matters was apparently turned over to the conference 
for appropriate investigation / 

Mr. Horxtns. I would not be sure whether that was the case. Per- 
haps they were not. If they were not, then in the opinion of whom- 
ever in our organization received the communication or had the ad- 
vice, the allegation was not sufficiently plain nor came near enough 
to being proved to warrant such action. 

We have a great reluctance to make accusations which we are not 
satisfied are true. 

The Cuartrman. I instruct counsel to send to the Federal Maritime 
Board documents dated March 19, 1956; November 23, 1956, August 
4, 1955; and July 13, 1955, send them to the Federal Maritime Board 
for suitable action. 

Mr. Materz. Yes, sir. 

Mr. Chairman, may I offer the documents referred to for the 
record at this point ? 

The Cuatrman. Yes, they will be accepted. 

(The documents referred to follow :) 
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USNWAV 
7 UNIT) STATES NAVIGATION wo. Inc. 


i hy 


' NEW YORK 4. Nv. Y. 
17 BATTERY PLACE 43 


(r 
wer nae tga on UV 


‘ 


— 
TOs EUVECK=R, CRICAGO 

Attention: Mr. E. A. Kuecker 
FROM: USNAVIGA (Executive Dept.) 


SUBJ: CONFERENCE PROCEDURE ON ALLEGED UNFAIR PRACTICES 









In reply to your letter of Aurust 2 under this capti 
ecree with you that the method in which compleint was bro 
| Aucust 1 meeting and the manner in which the Chair2 

cent was "out of order." Fowever, being fully eware 
unfortunete habit of rubbinc people the yrone way, and ‘ws fhe did not 
see fit to mention the incicent in tb 


n, we entirely 
cht et the 























it is prefereble not to enter ean o pretest at this ime, Mm the 
other hand, the matter of procedure sos Of this sokt should be 
clarified so that Mr. Weiss and his «\ es well es thy members, 
know exactly what authoy s vested \in the/Chairnen and how sn investie 
cretion e- rithin the Cfate rere itse Gould be handled, if an 






investiration is ceene Ye 


ke_olLxrolize the ility of “washing dirty linen" before 
aivVeScire » desling 










bid be dealt with intorms on 
& been authorized to ca for and 


9 any 
eceSssary to 
ces, 


co Ncecion fas rerehphaaieusasyese tno,pers Foe its 
aN SOUY Dp the members “hones 


If the members of the Great Lakes Conference wish to bestow upon 
their Chairm:n such autherization, we suerest thet {t mitht be core 
cither cy incorporation of such revision in the basic arreement of the 
Conference or by resolution «= in our opinion the letter is nick rree 
fereble,. In orcer to clecr the sir for the future, we surrest thet et 
the next Conference meetins this subject be docketcd for consideration 
end discussion and that the views of all members be thereafter subzitted 
to the Owners Comnittee for their investigation end instructions, 

Mr. Seifert will discuss this subject with you before the next meeting 


and we would appreciate any views which you may care to express in the 
meantime, 





TCH:eb 
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ysvArv | >» 
30] 
rx 
B July 13, 1955 
ye 
f 
4 
J 
WENO TOs: HAVAG, naxbuso | 
COrY TO: LLOYD, * REMEN | 
F.J.Be | 
Sha) trtemch if 


ee 
a 


In reference to your letter of Sul\ he, 
Wi/A, concerning the above, Age note: your endeavored 
to obtain particulors rogerding the subject business, 
ex ,ecially which steamsii,». iine- had been entrusted 
with this order. 


Pr your guidaenc ts have contsected our 
friend, Mr. Scsulthess, of the eH. Muller Shipping 
Co., who hés informed t i eei tae thet he originally 
submitted a non-conference rate endeuvoring to ob- 
tein this business, anu received word fron abrosd that 


a much lower rate would’ be needed. He also informed 
us tts brouch &:source rei he hés now ben in- 





Q 6G that the Dasines? uded, urd will 
ba ca ad on Beals | ourse, he 
Feaming Stet he expe te this mation to be 


held strictly confidenticéi. 


Under the circumstances gutlined above, it 







is_¢ 
has. been. 


obtein this parce), 


In the meantime, we have turned our file 
over to Mr. F. J. Barry, and if any further informa- 
tion con be developed, no doubt you will be advised of 
our findings, 


JTAthe J. T. Albert 
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2 Bag 
as oo Ay - ‘ 
HAMBURG-AMERIKA LINIE 


Hamburg! , 
Telegramm-Adresse: Hapag a Balliindamm W ; 
Telefon : 3213 41 


Hapag-Lloyd Private Code 
A. B.C. Code Gin & th Ed 
Bentley's Second Phrase Code 
The New Boe Code 
Lomberd Code 


USNAVIGA NEW YORK 
HAPAG HAMBURG 
Cc: LLOYD BREMEN 


450 Jeeps New York/Continental Ports 


Reference is made to our teletype No. 58/60 of July lst 
contents of which read as below: 


4 
"Fixed elsewhere Hapaglloyd." \a\ 


Our representative in Basle endeavoured to obtain particulars 
regarding this business especially which steamship line has 
been entrusted with this order. Unfortunately, they did not 
succeed in securing any information in which connection we 
kindly ask you to investigate on which vessels said parcels 
will go forward to Continental ports. 


Your lines will be appreciated in due course. 


/ ; 
re Nordameri}#-Pahrt 
aw 


| 4 
J.-t ’ sje" 


pe 


Ser’ 


" 


t a 


pee” 
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US VAV 


September 13, 1955 


MEMO TO:  HAPAG, HAMBURG 
COPY T0: LLOYD, BREMEN 
FROM: USNAVIGA, KEW YORK 


We confirm here 
ter of September 6th., %4/A 


J. T. Albert 
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7 


: a Séeps , 
! i) Abts 
LV Wer Ul 


bly Lens 


== URITED STATES NAVIGATION CO., INC. = 
WHitehall 4-7080 


70300 O—61—pt. 3, vol. 1——-30 
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HAMBURG-AMERIKA LINIE 


Bi) ss i .<" Hamburg1, 6th September 1955 
Telegramm-Adresse : Hapag Ballindamm 2% Wi/A 
Telefon ; 3213 41 : 


r ‘ 5 
mnotnttenen Car SB MH 8° 35 
A. B.C. Code @h 4 tn Eo. 
Bentley's Second Prrase Code 
The New Boe Code 
Lombard Code 


4 


USNAVIGA NEW YORK 


>» 
Be 


HAPAG HA BURG 
Cc: LLOYD BREEN 


> 
3 >) | 
a 


33 
: 


| 
tt 
oO - 
$ 


450 Jeeps New York/Continent 


\ 
4 £9 
i ed 


— 


Ol 
0! 
h 
L 
Cc: 
Cc 


p renres sentatives in Basle developed some further 
‘ this matter and confirmed that the Belzian 
i me tite this business. Said Conference Line — / 
i a greizhtrate abt. LO, below the TSIDER-rate , 

and that is the reason why liessrs. Fratelli Ambrosoli, 
Zuerich, importers of these Jeeps, apanged the terms 
of sale from "f.a.e. New York" int o “delivery -free 
frontiert Switzerland". Mr. Busconi of Messrs. Fratelli 
Ambrosoli seemed to be on-vacation until end of last 


month, and, therefore, we had no opportunity to contact 
him regarding this parcel. 


| 


a: 


We shall keep you posted about further particulars. 


tt 7 
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ELie heel cure 
el. Laat 17, 


mo kth 1955 
MEMO TO : HAPAG, =k Af 


COPY T0 : LLOYD, BREMEN | 


FROM : USNAVIGA, NEW YORK | 
nn] 


Ret wot iapan 5 poe Fifth Ave 
New York, Sc Ac¥ 

Ran keaehateooet doonatt: Munich 
Aluminua Serpe, tr08 New York 


We refer to — letter.of July 22nd concerning the 
above and inform’ ae thet. we had: contacted Metimpex, 
New York, who informed us ‘that the forwarder Adolf 
Blum & Popper . k care of the booking deteile. 


We have_now oma contacted Adolf Blum & Popper, 

who have confidentially | informed us that the Holland 
Amerika Line gete most-6f this business. As they in- 
dicated they are lenient on the measurements. In 

other words, you will note the North Atlantic tariff 
carries 3 categories : up to 60', over 60 ' etc. 

and. we are therefore under the impression that they 

are applying’a lower freight rate even though the cargo 
may measure over 60' per 2240 lbs, 


We were informed that Messrs. Alhamex, Amsterdam, issues 
the instructions, showing preference for the Holland 
Amerika Line steamer and they stated too that the 
Meyer Line also received some support. 


Under the circumstances outlined above, we ask that 
you arrange the necessary contact with Messrs. Alhamex 
and endeavour to have them issue instructions also for 
carriage via our joint service. 


J.T. Alberg 
JTA3 dk 
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i ‘. USWwAV 
UNITED STATES NAVIGATION CO.., INC. 24 Wr 


SOLICITATION REPORT 


oT RNICES 4 - 
p CENTRAL AMERIC 14275198 s 
aaitii y Rents. COLOMBIA EE oli cs canteen emmnnnigel 
Company CONTINENTAL an 

FAR EAST 

INDIA 

inincciinilieaaineeteattatemiena tae MEDITERRANEAN 
SOUTH AFRICA 


ee 
Titian ious 


Vaca of leerview 


he adached | Hbe- nod they LJ Cnuf 11+ C4, 


Yam Aub shale. 7) ¢n- alle a/ sok aL: whitey Mag . oi 
Wy A nme Lu Cave ha ty hake aw 
es q Gfldeyy : wa varity ris - 7 


LA 
hi uy dt Iu hf, — 4 a 


my than 
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USNAY 


347 
HAMBURG-AMERIKA LINIE 46 


He 
es Hamburg1, July 22nd, 1955 
Talegramm-Adresse: Hapag Ballindamm 25 Wi/H 
Telefon: 3213 41 


Mapag-Lioyd Private Code 
A. B. C. Code 6th & Tth Eq. 
Bentiey's Second Prrase Code 
The New Boe Coce 
Lombarg Code 


USNAVIGA NEW YORK 
HAPAG HAMBURG 
LLOYD BRELJ 


etimpex 
666, Fifth Avenue 
New York 19, N.Y. 


Rau-lMetall-Gesellschaft, 

lunich 

Aluminium Scrap from New York 

—_—_—_—_—— 

We asked our representativés at Amsterdam to call, on Messrs. 
Alhamex, Amsterdam, in order to secure future shipments for 
our combined service. Now we have been advised that Messrs. 
Metimpex were instructed to ship their parcels to Europe at 
the lowest rates obtainable. 


We have gathered from the respective report that Metimpex 

must have signed a "special agrcement” with one of the 
Conference lines particulars of which we could not investigate. 
You will surely occasionally contact said shivpers regarding 
their transports, and we kindly ask you to try to secure as 
much information as pvossible as to this allegedly "top secret 
agreement". 


Of course, you will not divulge source of information. 


Norgamerikea-F 








Te: 


' 


wRITER: tir. B. A. Kuccker 


SUBJECT: APPARINT LAKES CONFERENCE VICLATION BY ORANJE LINE =~ 
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KUZCKER STEAMSHIP SERVICES, INC.. 6 NORTH MICHIGAN AVENUE. CHICAGO 2. ays *} 
© ‘ 


United States Ucvigatioa Company, New York OATE: WovecSar 23rd, 1956 


ATTENTION: tr. H. BH. Seifert Zo, f 


._—_- ~ 


Cn Friday, Noverber 16th, Swift & Compeny offered us cna tierce ; 4 
of ccoinss for lis=burg end tvanty-five for Mcaaahsin. irs. [3in received ot 
cuthority frcea your headquarters to eccept this ccditicnal cargo on the= <2 Cee 
LUCLIA, new ochcculed to sail £rea Chicazo, NovemSer 25rd. Suift required ~ | - - 
thot wa ehcy cctual ocean rates ca oll thoir beokinss, end ire, Faia vas ‘z- 
ached to alco show "the Treachipocat Rste of $7.10 por 2240 pours”, which 
she wes told is the borge rate {rea Rottcrdsa to Mcanhsia. fh3 pointed out 
thst wa cculd not chev a rate which vrs not cuthoriccd by the Cenference, 
eccoréic3 to cur Tariff. Ur. Deaacld Jouacoa told har thct other lines had 
showm this rete all sccson, end wo cubsequcatly learnsd that he got it 
particularly fron Orcaje end Poseidon. 

















: jic.ccst has no 
knowlcece of such rate, Se is 13 Coafcrcnc2 office. Wa vent 
dircetly to Orcajo Line and they ccnitted that they h-ve becn choving this 
rate on contrects. Inascuch c3 va cculd not ¢2 co withczt violating the 
Conferences Agreex2nt, va co stated this to Suife cad, ccacocquoatly, lost the 
business to Crcnje Linz. As this involved a sicnificcnt loss to our principals, 
your cad our hecdcucrters, cad io a violatioa of tha Ccaforence Agreement, I 
sugsest that you consider requesting the Ceafcrenee Chairacn to cocket this 
matter et the next Ceaference rscting. This secxs to be a significant 4a 
violstion as the ens Sceadinevian Liro charged H.C.L. last yoar when they took 
&@ part cherter moveront ot a cpecicl rate on one of their regulér linors. 


Intcmuch as I will not be attending future Confsrence roctings, I 
call this matter to your attention for whatever action you end your associates 
decom adviseable, and trust that you will keep us inforcsd of developments for 


colicitation purposes, 


- U. Thorsen, Usnaviga., New York 





BAK/ dink 


CeCe 
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uSNAV 
+4) 


y om 
wiatpidinicnaaklicl LINIE 
Homburg 1, March 19th, 1956 
Bollindemm 25 B/E 


Telegromm-Adresse: Hapag 
Telefon: 321341 
Hepeg-Lioyd Privete Code | 
A. 8. C. Code 6th & 7th Ed. ACTHG 
Bentley's Second Phrese Code Sh PTY 
The New Boo Code oAiy 
Lomberd Code 


CLAIMS 
CNTROL 
LEGAL 
OPER 
GMsR 
PASGR 
TRAFFIC 


USNAVIGA NEWYORK cyfc 


HAPAG HAMBURG ACCT 
CASHR 


LLOYD BREMEN , CHART 


sae Ah 
Oftra, Antwerp P- 


Unpacked Automobiles 
New York/Antwerp 


8 WwW cd UV SoH 


0¢ 


This is to inform you that the above concern is one of the 
most important importers of unpacked automobiles from New 
‘ pb dvised that 


ce & md Ms 


TT TE our understanding that these automobiles are shipped 
by General Motors. Since we are unable to secure further 


details as to the routing we would kindly ask you to try 
to find out whether or not routing instructions on this 
especial traffic will be issued by General Motors. Kindly 
let us have your advice at your earliest convenience. 


Z 


x Te Ge 
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Mr. Peer. May I ask one question ? 
Mr. Hopkins, has your organization ever, to your knowledge, re- 
ferred a complaint alleging a malpractice by a conference member 
to the Federal Maritime Board or to the conference machinery for 
investigation ¢ 

Mr. Hopxrns. Mr. Peet, I really believe we have, but I can’t tell 
you when. 

Mr. Peer. Thank you. 

Mr. Maerz. Let me ask you this, Mr. Hopkins. Has Hapag/Lloyd 
at any time violated conference rules by granting important shippers 
free or reduced passage ? 

Mr. Knapp. Mr. Chairman, could I suggest that that implies a 
conclusion of law which perhaps the witness 1s not capable of making?! 

Mr. Maerz. I will withdraw the question for the time being, and 
ask Mr. Hopkins this question : 

Is it or is it not correct, Mr. Hopkins, that Hapag/Lloyd has vio- 
lated conference rules by shipping automobiles of important shippers 
free of charge ? 

Mr. Kwaprpr. I suggest, Mr. Chairman, that that implies a judgment 
of law which the witness may or may not be capable of making. If 
you would ask, has he shipped automobiles free of charge, then per- 
haps yourself or someone else could decide whether or not that. vio- 
lated the conference rules—presuming upon the courtesy of which I 
have had so much. 

Mr, Materz. I will withdraw the question and ask Mr. Hopkins this 
question : 

Mr. Hopkins, is it or is it not correct that Hapag/Lloyd has shipped 
automobiles to important shippers free of charge? 

Mr. Hopkins. They may have, I am not sure, sir. 

Mr. Materz. You are not sure? 

Mr. Hopxrns. No, sir. 

Mr. Maerz. Have any documents been brought to your attention 
indicating that the practice has been engaged in ? 

Mr. Hopkins. Yes. Among the papers in the committee’s hands 
were some that indicated that Hapag may have taken automobiles 
freight free. 

Mr. Maerz. May have or has? 

Mr. Hopkins. As I recall, may have, sir. 

Mr. Maerz. Has your attention been directed to any documents 
indicating that such practice would be a violation of conference rules ? 

Mr. Horxrns. Yes, sir. 

Mr. Materz. I direct your attention more specifically to a docu- 
ment dated November 7, 1955, from United States Navigation to 
Lloyd Bremen, copy Hapag, Hamburg. Do you have that ? 

Mr. Hopkins. Yes, sir. 

Mr. Maerz. And this document, Mr. Chairman, reads in part as 
follows: 


As you know, under the rules of the conference we ure not allowed to forward 
any parcels “Freight Free”; however when we receive word as to the vessel that 
the car will be moving forward on, which will be within the next few days, we 
will then bill it “Freight Collect” showing freight charges and then you can 
arrange to cancel these charges on your side. 
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Do you recall that document now, sir? 

Mr. Hopkins. [ have it right here, sir. 

Mr. Matetz. Had you seen it before this morning? 

Mr. Hopkins. When I saw the documents taken by the committee 
originally, yes, sir. 

Mr. Maerz. In other words, the device was worked out between 
your company and your German principals for canceling out the 
charge overseas, isn’t that right? 

Mr. Horxuys. I think it was left to our principal to decide whether 
to charge freight or not, sir. Freight collection is not at all unusual. 

Mr. McCuttocu. I would like to ask a question there. 

Was it so worked out that the freight was not collected ¢ 

Mr. Hopkins. I do not know. We have no record of whether or 
not the freight was collected on this side. 

Mr. McCuttocn. Do you have any opinion, without having such 
record, as to whether or not the freight was canceled ¢ 

Mr. Hopkins. My opinion would be that it was canceled. 

Mr. McCutxocn. It was canceled. 

Mr. Maerz. Does Hapag/Lloyd have any policy about granting 
free passage to important shippers ? 

Mr. Hopxtns. I don’t know what to be policy, sir-— 

Mr. Maerz. What practice is followed ? 

Mr. Horxrins. But during the off-season, pertieulariy when the ac- 
commodations on the freighters are not fully booked by passengers 


who are paying full fare, they may grant free or reduced passage to 
individuals, either friends or customers or people in the Government— 
there may be mee reasons for it. 

a 


Mr. Maerz. Has that practice continued up to the present time? 

Mr. Horxrns. Yes, sir. 

Mr. Maerz. Mr. Chairman, I would offer for the record the series 
of documents to which reference has already been made. 

The Cuarrman. They will be accepted for the record. 

(The documents referred to follow :) 
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Novenber 7, 1955 













TOs LLOYD, BREMEN 
CCs  HAPAG, HAYSURG 
FROM: 
SUBJ: 


USNAVIGA, WEW YORK 


. We acknowledge 
converning the cerriage of 


ern [the verse] 
mov ns Sonus au Nebeh Ti toe sta ae next TO cay 
Taichi thins Set 


Please\ be guided accordingly, 


J. T. Albert cz. 


‘ 37A/amn " 
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| | i: USWAY 
, Se her 


Lf tovinber 25, 1955 










MEMO TOs 
COPY TO: 
FROM: 









tter of November 
2 subject automo- 

ard on the SS FRIEDENAU 
ork on November 22nd., 
of the bill of leding 


7th., we now 
bile hes bee 
V-l, which s 


y explained in our letter 
are > fapeundine this shipment 
» leaving it to your good selves to 
your side. 


JTAshe J. Te. Albvert 
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AN fe Pi : UsWh— Uy, 


vg GREMEN Bremen, November 3,1955 qi 
) 


JI\ j\ W6/BK 


wus A G Ai BURG i E Ts ‘ 
As i an or ! 
FROM: LLOYD BREEN , Frachtabteilung Nordaferike ral 
~ ge 
Re: Autemobile of Dr. Horst Ulmcke,: ‘previous Mana 


e 
of Franconia Inc., New tork, frop.h.Y. 


Seet> 
os o 


$e cE 


advised by Metallwerke snricl iS- Guages eens Se 
that their e Horst Ulmeke who } : HreT’ ef ie above 
capt 1ed effice is new returning to Niirnbe €& and intends to 
ship his car between November 10/15 from Wew 4ork to Germany. 








we have been 











! ith.our idiamburg friends to carry the car either 

u tein", about November 11, from New York, er on 
i-Ve" Priedenau" about November 18, from. hew York free of ocean 
freirnt. 


Plea -e advise us when Bhipment has definitely been arranged so that 
w> may inform iessrs, metallwerke Heinrich Diehl accordingly. 


f { x 





co é; ou wi~ A f 
m 4 Fae mee 
: Ant cord nace fe < ae 
aueitates pi 


<o 
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WLLYV IY Dime 


dE STH 1959 Titiz ibeidiias =F LB AIM: USyAV— ofr 


—<——. — — ee eee ee eee Se 


— 


12/00 BIRKENSTEIN 22 EB ARR. ANTWERP JUN:: ATI 20330 HRS» Ga/8/L 
175000, CAST, ING SUGAR ="CAME ROLLERS.) PLS’! ADVISE’ SATE: Vans an/a/t 
HAVANA 


+ 4a/00 LAHNSTEIN ARR BORDEAUX 5/30 2400. ROTTERDAM 6/4 1930, CGL4/OPER 
45/46 RHEINSTEIN , PLS CHECK REVENUE FIGURES . AA/TA KES 


46/00 GULF - FOR BIEHL NOLA FREE PASSAGE WALTER MAINZ /R.S. TAPP 
AND CO oy LUBBOCK » TEXAS YOUR LETTER MAY 28 AGREE PROVIDED EVT/PSGR 
PACE AVAILABLE « seeeee= HAPAGLLOYD sense 


47/00 GULF = SOR BIEHL NOLA FREE PASSAGE MRS, R, REKER>RES /H, EVT/PSGR 
MOLSEN AGREE PROVIDED SPACE AVAILABLE . see= HAPACLLOYD ese.» 


48/00 B IRKENSTEIN 22 EB NY/HAMBURG 71. CONSIGNEES OBTAINED ONLY 
1 ORIG. BLADING . PLS ADV WHERE ABOUTS MISSING TWO ORIGINALS . 52/8/L 
IF STILL NY PLS COLLECT FROM SHIPPERS « URGENT . 


49/09 LAKNSTEIN 41 EB CLEVE / BREM BL 1 AND 2. PLS. CRISTNM 
TOLLS ACTUALLY COLLECTED AS PER CLAUSE INSERTID BLADINGS. 


50/43 UNITED STATES RUBBER CO, ROCKEFELLER CENTRE, 1230 
AVE OF ANERIC\S, NY 200 N¥e 


01/00 DANZAS BASLE TODAY CABLING ALLTRANSPORT SHIP NY/ANT 24 TONS JaL/H/L 
SOAPSTOCK IN DRUMS NABOB 42 EB 50 TONS GOETTINGEN 24 EB . CONFIRM. 
SUPPLIERS GENERAL DYESTUFF NY, FREIGHT PAYABLE AT DESTINATION. 


02/20 JUNE %.. FORYARDER ROEHLIG COULD NOT FURNISH INFORMATION YET. RIW/INWD 
03/28 PLS. TELEX DETAILS MONDAY ENABLING US BILL VOLKSWACEN - Alw/OPER 
04/42 4 PASES NO. 2 AIRMAILED TO MONTREAL OFFICE seeaenDAJELS- RIS/IMAD 


BURG eesee: aan, 


05/45 AGRIE . scoeniaitnoienn as/ 


/38 BEJORE MAKING ANY CONMENTS PREFER AtaITING YoUR LETT=E eeefers 


\uase HA “AGLLOYY anuat, er nee a A 
“PASSAG CY tte aie. SRRPALD DP S/0o DAnGARE TID “WEIDNER READY 
T SAIL BERLIN NEXT BUT UNDERSTAND FROM HOLLAMD AERIC? Lilig KAGKL/@4LOWD= 
FARE FC: STATENDAM 6/11 WB NOT PAID BY HER SON KARL WEIDNER 
THEREFO2E ENDEAVOUR TO COLLECT FOR BERLIN NEXT OCEAN FARE DOLLARS 
214,- 7 USH REFLY « 


PASS AGC Y 180/00 NACH ANKUNFT NAUTISCHE ABTEILUNG YIRD 
KAPT, ROESSIiG ERST NACH DER INDIENSTSTELLUNC VON TS** SRENEN 
KOMMANDO MS °* BERLIN ** UEBERNEHMEN, FOTOS GEHEN IN_KUERZE AN SIE 
AS , ssauee LEPACH euusea, 
PASSA4%CY 178 BLN 7/16 RETURNING S3i/ALL 115/PLX GENTS . 

i LLoyd " 
ENDS HESE ++ Ge 


2350N7 USNAVCO 
OK RE-D FINE ENDSHT 
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HAPAGLLOYD DUFRAs ATLAS STEEL CO, REQUEST 
FRY RAT STAINLESS STEEL STRIPS AND SHEETS AND PLAIN STEEL W/ 
BARS HAMILTON/TORONTO TO AUSTRALIA VIA CONTINENT, POSSIBLE OJL/LAKES 
4 w0/200 TONS PER MONTH INVOLVED uswAv-4 


92/00 FS THER OUR 26/26 MAY 29 YHIRLPCOL NASSAU ADVISES 
OLICIUALS AIPUATLED TO RHEIN/HAIN BANK MAiITIEIM. JAL/H/L 


93/60 HEIDEL ERG BULK OLL PROSPECTS FAIR. JAL/H/L 


__ ssi WORKING» “* +5 Cae VES NOH 


“96/00 KNOHARD HAMBURG 5 BREITENSTEIN ADVISE WHEN 
W DOCUMENTS FORWARDED LOS/INaD 


BAP2ne? CONFIRM, AIRNAILING WhISSENBURG LAHNSTEIN COPIES 
pR- 2¢F? AA/LAKES 


25/00 PASSs PLS ADVISE PSCR ACCOMMODATIONS ON MS 
MARY NUEBEL DUE GULF 7/1. : 6/3/54 


25/20 GULF: NOSELSTEIN 22E/B SINCE VSL HAS DEEP TANKS 

PLS ADVISE IF YOU AGREEABLE WE TRY WORK TALLOY PARCELS FROM 

MIAMI FEEL COULD SECURE HOWEVER WILL WAIT YOUR 0.Ke MEANTIME Pra /8/L 
DISCUSSED WORMS LOADING WITH ALBURY WHO FEELS THIS MOVEMENT 

SHOULD WORK OUT IN FUTURE TO !NUCH EASIER OPERATION THAN EVEN 

VORNS WHICH DID RUN SMOOTHLY. WILL BE WRITING ON WORMS SHORTLY. 


27/00 _C.M. LECHSTEIN 3 MEXICO — eer FOR OPTION 
1000 TONS OIL CAKE IN BAGS V.C,. OR TAMPICO. DUE FACT Pr /H/L 
HOLAM CHASING CARGO AND RATHER THAN LOSE WE AGREED THAT MNARITINEX 
EXTEND OPTION. ALSO UNDERSTAND MARITINEX HAVE BOOKED 500 
PLS ADVISE IF YOU WORKING BULK GRAIN OR SULPHUR 


&VT/PSGR 


28/13 VW PRESS WILL CLEAR NABOB AND MEASURING ALL PIECES 

HAS BEEN ARRANGED. YOUR GUIDANCE ALLTRANSPORT ALSO RECEIVED 2 
INSTRUCTIONS FROM VU TO HAVE PIECES REMEASURED FOR WHICH THEY Aiw/OPER 
EIPLOY INDEPENDENT SURVEYORS WHEREAS WE WILL EMPLOY REGULAR CHECKERS. 


29/00 DAUELSBERG BREITENSTEIN ADVISE WHEN WB DOCUMENTS FORWARDED. CJO/INuD 
530/16 WORKING. ss SAL/H/L 


1700 EMS 4 BOOKED 500 TONS CORN 5 PERCENT OUR 
OPTION (Gul eAcosantven? OR ROTT 9665 PER 2240 PLUS 42 ¥JB/G TRAP 


a} LLOYDHAPAG OUR ITEM 2 EXPRESSED OUR OPINION THAT IF 
MITTEE UNASLE AGREE UNANIMOUSLY COULD HARDLY EXPECT SALANCE 
OF MEMBERSHIP TO GIVE BLANKET CONCURRENCE IN COMMITTEES ACTIONS 
STOP WE ARE NOT FULLY COGNIZANT ALL PRACTICES OF HANSURG FIGHTING 
COMMITTEE BUT OUR UNDERSTANDING DEALS ONLY WITH GERMAN PORT 
RATES WHEREAS UNDER USL PROPOSAL FOR SPECIAL COMNITTES HERE 
COMMITTEE WOULD ESTABLISH RATES ALL PORTS ‘ND IF H/L HAVE ONLY 
QIE VOTE OTHERS COULD OVERRIDE US AT CCMMITTFE LEVEL GN GERMAN 
PIRT RATES AND DIFFERENTIALS STOP YE RECOMMEND INSIST UNANIMOUS 
WTE IN SPECIAL COMMITTEE TO NAKE COMMITTEE EFFECTIVE AND 
ENABLE PROMPT ACTION AS OTHERWISE IN FYENT COMMITTEE DISAGREES 
\ DECISION THEN REVERTS TO FULL MEMBERSHIP ANT COMMITTEE HAS 
COMPLISHED NOTHING STOP PLEASE TELEGRADL URC 


33/10 ty 1625 INCORRECT, HOWEVER AS CONODITY 

ACTUALLY COMMON WHEAT FLOUR NOT PREPARED CUR MANIFEST CORRECTORS AA/IAKES 
ISSUED 6 MAY CHANGED RATE TO 90 CENTS AS PER TARIFF PAGE 

~.' ADVISE IF CORRECTORS RECEIVED. ae aes -: 


7o300 715 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 451 
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December 2), 195i 


YENO TCs LLOYD, EREYEN, North American Department 
COPY TOs HARIG, HAMBURG 
SHAVICA NP. YORK Travel Division 


PROM USHAVIGA NEA YORK, Traffic D 


Passeace Mr. Leen Lapogca 
Owner of Copeland 

F3 beginning of J 

¥B bercinning of 


iowo ; gpyeicate your reconsidering 
the decision t Me atonoy only e 50% reduction 
b cause he wil i} his trip in the high season, 


nto that se full paying 
nNrer for the berth given to 
YeRonca und stsatré fact that we compensate him 
eying 5% brokerage. 


| 
We/request the reconsideration because Mr, 

Latonca has en a true send strong supporter of the 
joint, eee inauguration. Veblelieve that 
@ check of the IB‘ fectory in Germany will prove 

that we secure over jO% of I!s/'s German bdusinesa, 
This in seite of strong pressure on the part or 

U.t. Lines to get a better share of this business, 


In recent months Nr. Laiionca has been very 
{natrumental cnd helped us to secure some of I5ui'ts 
Antwerp businoss which for a lon: time wes roused 
via U.S, Lines.  ‘\.e must also keep in mind thst ‘eyer, 
Isbrandtsen end ilitsui would be more than glad to pay 
extra brokerage fcr this very attractive business, 


In view of these facts we strons:ly recomnend 


that iir. Laiionca be granted a free roundtrip passege to 
protect our presont position, 


PJBsib P.J.Barry 
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USNAY 
ye 30Sy 


NORODEUTSCHER LLOYO Bremen, December 17, 1954 
BREMEN wO/Hz. 


USNAVIGS NEW YORK (Travel Division (LB) ) 


USNAVIGA NEW YORK (Traffic Department) 
HAPAG HAMBURG (Nordamerika-Fahrt) 


NORDDEUTSCHER LLOYD BREMEN 


Passage Mr. Farnest LaRonca, 

Owner of Copeland Shipping Coe, New York, 
EB beginning of June 1955, 

WB beginning of September 1 . 


We refer to your letter of December 2nd advising us 
that Mr. LaRonca wishes to sail from New York to 
Germany abt. the beginning of June 1955 and to return 
abt. end of August/beginning of September 1955. 


We had granted Mr. LaRonca a free roundtrip passage 
for an expected date of sailing abt. end of this year, 
that is in the off-season. 


As Mr. LaRonca now wants to travel both ways duri 

the summer season we only can grant him 50% reduction 
on the fares in both ways and only for freighters of 
our weekly express freight service. Ye appreciate the 
good support given us by his firm but on the other 
hand we must keep in mind that he is getting a total 
brokerage of 5 % on his eastbound traffic from us 

in addition to the excellent service offered. 


4a 


" Yours very tmly 
\w NORDDEUTSCHER LLOYD 


Frachtabteilung YNordamerika 


Ale / 
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USHAV 
3/0/1 


Brenen, June 2nd, 1954.< 
HOS/Ri. 


Biehl & Co. SMe Y 
@ 


New Orleans 


Dear Sirs, 
: Mr Dixon of Messrs. R.L. xon Dalle 


We refer to the telex exchange between Usnaviza and us 
by which we have been inf?¥rmed that you had been approached by 
subject Genfeman, who intends to travel to wenstooast of “exico 
within these days and he would like to embark on our my."Rhein~ 
stein" from Guaymas or Mazatlan to Panama. 


As you also gave us to understand by your above 
communication iir. Dixon is an important cotton shipper, who is 
planning to ship considerable cotton parcels from the itexican 
Pacific Ports this coming seuson, we agreed upon your proposal 
and informed you to-day via Usnaviga that we will grant subject 
Gentleman frce passage on our afore mentioned vessel and aked 
you to get in contact with our Mexican agents, Kcesrs. Represen=- 
tacicnes Maritimas S.A., in order to get an exact sailing date 
from their ports. 


An it might be possible that Mexico to-day cannot say 
any definite dete already it perhaps would be the best, if you 
ask Mr. Dixon to get in contact with our “‘exicon agents in this 
respect for direct information. 


Yours faithfully, 


NORDDEUTSCUER LLOYD 
Frachtabteilung ZentrgYincrika ¥ectkliste 


( Spindler ) 


co: Hapag WIMA_Fehrt, spel 
USHAVIGA, New York, 


NDL=-Frachtabt. NorJamerika, 
NDL-Abte Personenverkehr, 
Bepr. ar., Wexico. 


—e 
a 
= 
—— 
id 
* 
Sa 
Re 
— 
—— 
—— 


BIW 2 Ww Fie 


HVALGVLION CO* Ec’ 
MELED SIViES 


70800 O—61—pt. 3, vol. 131 
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» USHIiT 
pe Lecttitee SH 
Se 5A 6.00 HOURS 
10 $e 54 16.00 HOURS ATM: 
33/92 NECKARSTEIN 16500 CARTONS JUICE FROM CALPAC PLEASE ADVISE (REM) 
NJIBER CARTONS ON BOARD. = 
23/00 OURA COMMODITI£S YOUR LETTER 28TH . PLIASE NOTE LANNSTEIN 
SALILED FORTALEZA 79TH . APPARENTLY STILL INDUCEMENT FOR SILVIA BIEH! 
CALLING FORTALEZA DZlIORE OR AFTER NATAL /CAVEDELLO . 
VAJE CASLED SELEN TONIGHT SUGGESTING FIX VESSEL DIFINITELY AND (Pv) ® 
CALE US CONFIRMATION AND DATE OF LOALING « SHALL ADVISE YOU 0 
IMNEDITATELY AFVER RECEIPT BELEN CABLE, BUNK! 
REVE! 
40/29 WILL RENIT DOLLAR 37.000 STCP DO NOT UNDERSTAND ( ADE) 
YOUR REQUEST POLLAR 30,C00~ PEQRASTEINe - > | 
ND 





: ; 4 TH 
41/34 - INFORM 3°EML UE ARE PREPARED TO GRAWT MR. PIXON FREE : 
PAZSATE ON PRHEINSTEIN® FROW GUAYWAS OR NAZATLAN TO 
aka es AL FIRST HALF JULY STOP ABOUT EXACT SAILING DATES 
ONT: oT GRITINEX i2xICO. , fe as 7 " 





42/90 RE SPREEVALD is 3. ADING 10S REFUND DOLLAR 250.°- TO 
JJDSON CORRECTOR FOLLOUS= DAUESLBURGH+HEE+EH+ 


Vv 
FLEASE READ IN HESSACE £1754 eos MRe DICEEEEE DIXON FREoos 
IImceE ER. DIXON FREE... 

AND PLEASE READS 

CONTACT MARITIMEX MEXICO. 4+ 





SENT BYr 
ENDS TERE} 
OK RECD FINE HERE 
35,/00 DXX SIEZERSTEIN SAILED WEYYORK MAY 29TH 0620 ( BEF) 
36/35 DAVELSDURC IPSec - WERRASTEIN PAPERS RECEIVED MAY 27 Pi (1s) Nev 
oth 
END S+ H+ RHI 


EM THANKS 3ISI44/A4 
WE CKAIS 7 SIN VOYAS 
WERRAS TEIN V7Y#S 
pAnistari VoOvs17 
STLVIA 

RUINS TEIN VOY#F17 
SPREBAALD VoY#18s 

31E SRS EIN 
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USMAV 
3/4/3 


WNAVIGA 
USNAVIGA NY JUNI 1105AM GA 


BIEHL HOUSTON ‘ 


(#0) NECKARSTEIN ARRIVED TAMPA 6.)0 AM MONDAY COMMENCED LOADING 
COMPLETED LOADING AND SAZLED FROM TAMPA 16.05 PM MONDAY 
1325 TONS WATER 200 T DRAFT 25,05 FOR 26.05 AFT 


ANITA ARRIVED VC 6.00 AM DAY EXPECT LEAVE PM 
ARRIVED TAHPICO AM 4 TH EXPECT LEAVE TAMPICO 0. 


W) ANY-NEWS FROM GERMANY RE. PASSAGE & DIXON FROM GUAYMAS TO 
| PANAMA (ON RHEINSTEIN } HE ASKING 


MIN (Fane F~ 


(Yt> HOT OFF THE PRESS "41/34 INFORM BIEHL\ VE ARE PREPARED 
TC GRANT MR DIXON FREE PASSAGE ON RHEINSTEIN FROM GUAYMAS OR 
HAZATLAN TO CRISTOBAL FIRST HALF\JULY STOP ABOUT EXACT SAILING 
DATES CONTACT MARITINEX MEXICO" 


NYGe FM LLOYD "33/00 NECKASTEIN 16500 CARTONS JUICE FROM 
TALPAC PLS ADVISE NUMBER CARTONS ONBOARD" GA 


} NECK JUICE TAMPA ADVISE WILL GIVE US DETAILS 
TER TODAY YILL PASS ON IMMEDIATELY 

Lt) DIXON PASSAGE MANY THANKS END 

NYC END : 

4 
NECKARSTBIN S 


oWITA 12 
RERINSTEIN 16 
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USNAVIGA NY MAY 26/54 115PM GA 
BIEHL HOUSTON 


0 RE HAPAGLLOYD 27/00 PRETTY FAR IN ADVANCE TO GIVE 
\CCURATE ESTINATE BUT OUR SUGGESTION IS 15/1800 FOR STEIN 
VZSSELS AND 2000/2502 FOR VULKAN ANITA 


HO FJB MR R DIXON OF RL DIXON DALLAS BIG COTTON tee IS 
LEAVING FOR WEST COAST MEXICO NEXT U FEW DAYS HE WILL BE IN 
GUAYMUS OR MAZATLAN HE IS PLANNING ON SHIPPIING CONS IDERABLE 

HE WOULD LIKE 
TO OBTAIN PERS; NT A TRIP FROM GUAYMAS OR MAZATLAN TO 
PANAMA ON TK RUEINSTEIE N JUNE WILLL YOU PLEASE ASK BREMEN 
IF THEY WOULDXBE UVILLINGLGRANT HIM FREE PASSAGE THIS VESSEL AS IT 
UILL CERTAINLY N FUTURE BOOKINGS FROM DIXON PLS 
CABLE THEM AS UANT KNOW’ SOONEST TU VM 


HO NECK HOUSTON EARNINGS 


BREMEN &86¢46 TONS PREPAID 1066.48 COLLECT 1161.96 
MAMBURG 31544 TONS PREPAID 3954.91 COLLECT 161.40 
ROTTERDAV 607.29 TONS COLLECT 6544.51 

ROTTERDAN BREMEN OPT 6.09 TONS COLLECT 622.60 
ANTUERP 1256 TONS PREPAID 8750.00 


TOTALS 2265628 TONS PREPAID 135771039 COLLECT 9090.27 
TOTAL REVENUE 22851.66 


GA JM 
VISS XXX UILL PASS ON 
THANDXXX THANKS 


END 
ao OX END 
M 


VULKAN VOY#11 
ANITA VOY#11 
“ECKARSTET! VOY#S 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 457 


Mr. Materz. I take it, Mr. Hopkins, that it has been brought to 
your attention that in the preceeding hearings, as well as in the 
present series of hearings, there has been developed before this com- 
mittee numerous instances of apparent violations of the laws of the 
conference agreements by member lines of conferences, is that correct ? 

Mr. Horxrns. Yes, sir. 

; The momar You were kept apprised of the progress of the 
earin 

Mr. Horxrns. Yes, Mr. Chairman. 

Mr. Materz. Hapag/Lloyd is a member of a great number of con- 
ferences operating in the foreign commerce of the United States. And 
= company, as you have testified, is the general agent for Hapag/ 

loyd. 1 wonder whether you could tell this committee at this time 
what actions the various conferences have taken to correct the abuses 
that have been brought to light before the subcommittee in the previ- 
ous hearings ? 

The Cuarrman. If you know. 

Mr. Materz. If you know. 

Mr. Horxtns. I know that in the case of many conferences there 
have already been formed what is called neutral body agreements, 
in some cases approved already by the Federal Maritime Board and 
resumably operating. Other conferences have filed with Federal 
Maritime Board an agreement which would involve a neutral body. 
Again, many others have considered or are considering means to 

lice their conferences by a neutral body or some individual or in- 

ividuals who have the authority of the conference to investigate any 
— malpractices. 
r. Matetz. Do you think that the conferences have taken effective 
action to obviate those abuses in the future? 

Mr. Hopkins. I think that the formation and existence of neutral 
bodies or similar means of investigation and correction will tend to 
serve that purpose, meet that objective; yes, sir. 

Mr. Maerz. In November of 1959, a proposal was made by Mr. 
Rand of US Lines, as you recall, to have a neutral body established 
in the North Atlantic Continental Conference. What has happened 
to that proposal ? 

Mr. Hopkins. At a meeting in Brussels in January the conference 
adopted a, what I would call a parallel neutral body arrangement, in 
this case not a neutral body as such, but the selection and appointment 
of an investigator who would report to a committee of the conference 
and to the chairman on any investigations which he has been delegated 
to conduct. So that I think the North Atlantic Continental Freight 
Conference is taking active steps to police itself by this means. 

Mr. Maerz. What about the other North Atlantic Eastbound Con- 
ferences ? 

Mr. Horxtns. I am not qualified to speak as to what progress they 
may be making, sir. 

Mr. Maerz. What about the inbound conferences from Europe, 
what action if any have they taken ? 

Mr. Hopkins. There again I am not sure, sir, I do not know. 

The Cuamman. What is your opinion as to neutral bodies? Do 
you think they are desirable? 

Mr. Hopkins. Yes, I do, Mr. Chairman. 
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The CHarrman. Do you think that the carriers would be more in- 
clined to abide by conference rules if there were some sort of a neutral 


body ¢ 

Mr. Hoprxrns. I do, yes, sir. 

The CHatrman. Why? 

Mr. Horxtns. I think that the policeman on the beat always has a 
salutary effect on possible violators of the law. And I think that the 
existence of a neutral body or a similar means of neta and 
correcting and watching the performance of any group of lines would 
be beneficial, and if these lines have any ideas about violations, they 
would be less apt to proceed with them. 

on Cuamman. What form would you suggest a neutral body 
take 

Mr. Hopkins. In our own case, sir, in the one we are most familiar 
with, this North Atlantic Continental Rate Conference, we believe 
that an investigator employed by the conference would be preferable 
to having a neutral body of what is in effect someone aside from the 
conference. 

The CuHairman. You mean just one investigator would be called a 
neutral body ? 

Mr. Hopkins. Yes, sir. 

The Cuarrman. He would investigate the charges. Who would 
weigh the charges, who would evaluate them / 

Mr. Horxins. A committee of the conference. 

The CuHarrman. A committee? 

Mr. Hopkins. Yes, sir. 

The Cuamman. Would you call a committee of the conference a 
neutral body ? 

Mr. Hopkins. When the committee members would be selected from 
individuals who are not accused of any violations, the particular case 
which might be involved. 

The CHarrman. Suppose a violation is charged against a company 
which has a member on the committee ? 

_Mr. Hopxrns. That member could not then serve on the committee, 
sir. 

The Cuatrman. It would be a sort of a changing committee. Who 
would appoint the committee ¢ 

Mr. Horxrns. The chairman. 

The Cuarrman. Would there be security deposited by each mem- 
ber of the conference as a guarantee against violation of the rules 
of the conference / ' 

Mr. Horxtins. Yes, sir. 

The Cuarrman. I beg your pardon ¢ 

Mr. Hopkins. Yes, sir. 

The CHarrman. And would this committee have a right to fine or 
invoke sanctions against the offending company ¢ 

Mr. Hopkins. Yes, sir. 

The Cuarrman. And the fine would be taken out of the fund that 
each company deposits ? 

Mr. Horxtns. Yes, sir. 

The Cuatrman. And then the fund would have to be replenished by 
the offending company to the degree of the fine? 

Mr. Horpxrns. Correct, sir. 
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The CuHatrMan. Some have suggested that an accounting firm be 
designated as a neutral body. What is your opinion on that? 

Mr. Hopkins. In one case where I have heard that that was done 
there was later some dissension within the conference, because one or 
more members of the conference felt that the member or members 
might employ that accounting firm for business reasons, and there- 
fore the neutral body would not consider it as strictly neutral. 

The Cuairman. In other words, the employment of such an ac- 
counting firm might involve a conflict of interest ? 

Mr. Hopkins. Conceivably, yes, sir. 

The CuHarrman. Would the offending firm, after it has paid its fine 
and been held in violation of the conference rules, be also subject to 
fines and penalties imposed by the Federal Maritime Board ? 

Mr. Horxrns. I am not sure on that, Mr. Chairman. I think it is 
a legal point which I really can’t answer. I am not sure myself. 

The CHatrMan. There are some documents here that were sug- 
gested by the company you represent concerning neutral bodies. 
We ral} put them in the record. You have no objection to that; do 
you? 

Mr. Hopkins. No, sir. 

The CHarrman. We will place them in the record to save time. 

Mr. Materz. Mr. Chairman, I will offer these documents you just 
referred to for the record at this point, together with other documents 
on other matters. I would offer them in the record, if that would be 
agreeable to Mr. Hopkins and his associates. 

The CuarrMan. They will be accepted. 

(The documents referred to follow :) 





















MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 
USHA ~$s)9) 


Vee 


November 10, 1959 


HAPAG (NAOK) 
LLOYD (NA@K) 


USNAVIGA (Executive Dept. ) 





NORTH ATLANTIC CONTINENTAL FREIGHT CONFERENCE 
MIEZTING OF THF SPECIAL COMMITTEE NOVEMBER 10, 1959 


At today's meeting of the above Committee, Conference Chairman 
Andrews first called attention to recent hearings before the so-called 'Celler 
Committee" and said that Congressman Celler had clearly indicated that unless the 
Confereace - as a whole - “cleanes house" they could have little hope of obtaining 
legislation to assist them. Further, Congressman Celler suggested that posting 

of performaace bonds and appoiatment of ‘NFUTRAL BODIES" for policing would 
give some evidence that Conferences were trying to clean house". Incidentally, 
F.M, EB, Chairman Moree e:pressed similar views in a press statement issued 
yesteruay, 


i te tte 


Mr, Andrews made no proposal at today’s meeting but requested 
the members present to give thought to the subject and we would appreciate your 
views. In our opinion, posting of bonds and policing is by no means fool-proof and 
the cost of maintaining a “NEUTRAL BODY" may be very considerable. At the 
same time, if it is a matter of obtaining support in the Congrees and F. M.B. for 
legislation beneficial to the Conferences, the question of bonds and policing will 
have to be decided, 






















~ 


Concerning the emergency rates for which today’s meeting was called, 
unfortunately Conference office is not yet in position to supply statistics of Con- 
ference carryings of special commodities during the first 6 monthe of 1959 - this 
data ie expected available within the next 7/10 days. Under the circumstances, 
Hollaad America Line and Black Diamond Line both objected to consideratioa of 
emergency rates beyond December 31 and it was agreed that another meeting of 
the Special Committee will be held December 1, prior to which date the above statis- 
tics should be available, Meantime, it was agreed that all November rates should 
be extended through December and we shal] be advising you accordingly by telex, 





In view of request of steel shippers for an advance rate to enable 
them to plan for shipments after production resumes, we proposed that the steel 
rates be extended through February. Mowever, Hollam, Black Diamond, and 
Belgian Line all withheld vote on this proposal and we e»pect their reply tomorrow. 





U.& Lines proposed an “open” rate on whisky - with a minimum 
of 6¢ per cudic foot A/R/A and 70¢ per cubic foot B/H - which was agreed by all 
lines. In view of a continuing movement of a considerable volume of sinc ashes, 
the net rates of $13.50 A/R/A aad $15 B/H were reinstated retroactive to 
Novem>er ) et and effective through December, 


T. CG Hopkins 






TCHicts 


MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 461 


pswAat 
»44/; 


May 22, 1939 


Hapag, Hamburg 
Livyd, Bremen 


Usnaviga, New York (EO Jr) 


EASTBCUND NCN-CONFERENCE COMPETITION 


Rand and Wierda of United States Lines are epparently in 
general agrcement with the Holland America Line proposal to become more 
competitive un a fairly large grou, of commodities being carried by the 
Meyer iine. According to Wierda, the westbound German Port Committee 
has caused Meyer to cease undercutting on some 15 to 20 commuodities 
through <uvick and drastic action where needed. They feel the same thing 
can be done eastoound and that it is becoming increasingly important to take 
some action towards protecting vour contract shippers against non - Conference 
rate cutting. Fred “ing is in Europe and may call on both your offices, and 
Rand probably will be writing both of you for the »urpose of explaining their 
thoughts and to gala your covuperation. 


You will have noted from Hopkins‘ letter of May 13th that 
Meyer was suggesting rate increases on @ group of commodities which were 
predominantly iow rate items and which to some extent Meyer has not been 
carrying because he found them unremunerative, Mahistedt has advised us 
that he is raising the rates 2n these commodities effective June Ist irres ,ective 
of sur activn and that he is also considering raising the rate on synthetic resin. 


We have made up a still different list of commudities which 
involve ssecifically the major items carried Sy Mamenic vn their last two 
sailings, con. prising synthetic resin, rags, skins, frozen poultry, citrus 
fruits, auto parts, tractors, infusvrial earth, and s.me chemicals. 
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We have felt that cur primary objective should be to reduce 
the number of non Conference sailings which would be hest echleved by 
discouraging Mamenic rather than by attacking the many smal items 
carried by Meyer. In epite of Wierda's etaterments, we bclieve that we 
would accomplish little by lowering the rates on the many erm=all items since 
Meyer weuld merely make anther reduction and the ceneral rate level 
would be lowered withcut benefit to us and with possible herm to the military 
care> situation and our other gateways. We have no optimism concerning 
Moyer reductag his sailings, regardiess cf rate action by the Conferexce, 
in the foresceable future. An increasing pressure cn the primsry cargoes on 
which Mamenic depends might very well reduce their sailings, having in 
mind the recent rumors of difficulties they are facing with the Pank of 
America. Furthermore, their May 2nd sailing was noticeably weaker than 
their Aoril loth sailinc, and we understand they are atte: ting to subdiet the 
"ZEN BIA MARTERI SECUNDO", At the moment, they are nut looking for 
new ehi>s. 


We believe Hapag/Lioyd would profit sufficiently in the iong 
run, through the elimination of Mamenic, to advocate rate reductions, say 
for 0) days, on the particular Mamenic cargves cicntioned adove, 


We are carrying sume of these cargoes, and will cara less 
revenue per ton if a reductiun is made, aad ia svum.w cAdaes tuo olber gate- 
ways will be affected, Cn the cther hand, if we eilninate Muineuc, we 
@scald be carrying more tuas of cach cuonumodity, and the cour ty future 
rate increases will be s.ened a little, Until stronger legislation is passed, 

h wever, we would auticlocte the atceusity of cuntiaucc rate pressure oa 
these commodities if we are to prevent the creation f acditiunal ava 
Conference sailings. The elimiaation of Mamenic wilt, of course, also 
remove one threat to the overall general cargy rate structure. Some 

action could thea ve taken againet Aieyer in order to alicac?t cestain snipertant 
contract shippers on @ smaller scale than Holland “merica suggests. We 
need the new legislaticn, aruvably, before we van hope to deal efiectively against 
the nen Conference overatcra in ali the U. S. traccu. Cuace iMamenic ia 

out -fthe way, it might be worthwhile atten: ,tia, agcin ts come ty scime 
aerecrm.ent with Meyer to recuco his sailings, in return for our raising the 
Cvaference umbrella. 


While we would prefer to zee the statistics being put together 
by the Conference office velore a final decision is made, we wouid still 
lean towards reductizns on the above mentiuned group, with the exception 
of citrus and pvaltry cargoes. The citrus miuverent will taper off by the 
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end of June, and the citrus rate is already very low. Reefer cargoes are 
not on the Holland America or the Conference commodity lists of May 13th, 
and might be ignored by us as being too exsensive to warrant further 
reductions. We realize, of course, that the auto rates border on the 
military problem, and a tractor rate reduction would naturally affect our 
Caterpillar shipments. We would hope that reductisns for say 60 days 
only would soften the damage to Hasag/L:oyd's s>ecial interests, but you 
are a better judge of this than we are. 


To the above mentioned group might be added a few higher 
rate coinmodities which we know to be moving on other ships than our own, 
and some research will be needed t> uncover these. 


We would feel that the proposals of Holland America and 
United States Lines are too broad unless your westbound experience leads 
you to beiieve that Meyer Line would actually cease undercutting the 
Conference on those commodities on which competitive rate action ia 
taken by the Conference, at reasonable levels. %¢ are in no position to 
verify \}ierda‘s statement that this has taken place westbound, If it only 
takes ; lace in the particular cases where rates are reduced below a 
or-fitable level, it is understandacle. However, if Meyer underquotes to 
the puint when rates are recuced to an unprofitable level, it would appear 
to be @ very expensive propositicn to fullow the Holland America policy 
eastbound on a large grou of commodities. Even United States Lines 
agrecs that there is little possibility of causing Meyer to reduce its sailings. 
We would thus favor deferring any recommendation or decision on the 
United’ States Lines and Holland America Line's ordposals until the 
statistics have veen evaluated ana oniy if you really believe that Meyer is 
likely to stap underquuting eastbound rates because vi their westbound action 
at reasonable rate levels. 


We understand Mamenic is looking for 2/2500 tone of grain 
for their "ZENCBIA MARTINI SECONDO" May 27th/June Sth U.S,N.H, 
Meyer is not carrying any grain, in spite of the weakening market. 
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June 5, 1959 


TOs HAPAO (NA O K) 
LLOYD (N A O K) 


XBCVIVE DSPARTRuT 
/EUERAL TRAPFIC DEPARIYEAT 
REM. (/L) 


\ 


PROMs US AVIGA (General Traffie Devar Ye 
HMANTIC COM IAF NTAL 


SUBJ SPECIAL COMMITTEE “FETING = XOUT! 
FREIG {Tf CONFERFACE = JUN QO 


Af 
As we advised you ju.cur telef, tho Confere:ce as a whole 
has approved the for-atios of -a‘epociqh rate-raking committee, 
cousisting of Slack Piaddid Lir.éy\iclzlken Line, ‘iolland An-erica 
Line, United States Lit¢s, tarsbury) Aceriean Line and jsorth Cemen 
Llayde Ths con-ittee " two ones ine in views: 


a 1. The oll-iia of <<s6nic Line from the Lort> Atiantie 


trade. ead 
— if 
2. Take away froma the “Neyer Lite thone commodities wich 


they are carnying in vdlwze and of which Couference Lines are 
handling only es all quantities. 


‘ yf 
To accomplish these objectives it will be necessary to cut 
rates to the polit where the revenue cerived covers our handling- — 
costs, bit leaves little for sips’ tive aid fuel. 


Tne attachod cornilation was used to detervine those 
commodities for which tie cowiittee wuld ask ratoenakice authority. 
The non-Conference statistics were taken from the Fxeport Daily and 
cover all soneConference sailings during Farech, April and oay 19596 
AS you are aware, the Txport D- ily doos not list overything in 
long tons and the conversio:s wore estirated by an experienced 
steanship man recently hired by the Conference, “r. John Yff, 
formerly of the Royal .etherlands Stoasship Comp e He has been 
in the steanship tuvsiness for approximately 35 to ho YOarse 


e cannot agree with all the statistics. We seriously 
doubt the accuracy of several itens, ‘Sovever, a stert set bo mde | 
sonewhore, and this ia the best compilation that could Le secired, Dy 
Anothar fanlt we find with thee otatistios is uth the Cosfere.ec)— 
ae 


an 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 465 


- . - uvswAVv 


_UMITED STATES “NAVIGATION Cod nc. . - NEW YORK 4,6. ¥ 


17 BATTERY PLACE 1% fr 


carryings which cover figures submitted by Holland Av~erica Line, 
United States Lines and ourselves for dissizilar periods. You will 
note that the comuittee is seeking authority on those itens where 
a heavy non-Conference moverent is ludicated and that they are 
holding over those itens where a heavy non-Conference movenent is 
indicated but tte description is too cemral and vague to make 

@ definitive decision, \e wuld sprreciate your coments and/or 
instructions on this subject prior to the next meeting, which is 
scheduled for June-ll,. 


After the Juve 11 neeting it is the intarition of the cormittee 
to reet every two weeks or sooner, if susenrers measure the 
progresa of its objectives and to detorminze—-wiat further action is 
necessary to accomplish its objectives, ~~ 


Chenical Compan . 
The Chairman reported at eat neeting that he had been 


in torch with Olin Mathieson an that this/ firm promised to send a 
list of their more importa:t com Odi tied It is the hope of the 
comnittee to give this firm ee will induce then to sign the 
Morchant's Rate Agreevont. The Cha is contacting othor important 


chemical companies with ie SESE: in view. 


The New York sn in; Ass¢gia tion ie still umble to begin 
working on the Sorth Kas tic Co; “t nental Frei¢ht Conference's statistics. 
As we advised you before, tn e delay has beon caused by thoir inability 
to secure a tax Tullig from “aSiity:ton as to their status as a non- 
profit orranigdtion. The Chair was d'rected to immediately secure—— 
cost estimates from outéide statistical aveu.cies. Tie ~enbership 
will cive the statistical work to an outside arency rater than delay 
further awaiting a 7 mn the part of the Kew York Shipping Association. 

> 


The Mamenic Line is reported to have annourced rato i:creases 
on some itens. As soon as the list comes to hand we will forward it 
to youe we wuld consider their freic ht rate increases nothing more 
than a saoke screen. We believe i‘eyer heard that the Conference 
contemmlated further rate cuts and his announced increases on many 
unimportant comsodities was a psycholorical move with which he hoped 
to forestall further reductions on the part of the Conference. 
Namenic Line is following Meyer Line, out if both of them are after 
@ parcel of freight their stated increased rate would, in our opinion, 
revert to its forner level verq oo or, SS ae the tariff 
— + ang remain unchanged and a private rebate siven to reflect the 

@ rate. 


. Pr, J ry 
PJBt hre 
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TOs HAPAG (NA OK) 
LLOYD (N A O K) 


CCs |EXVOITIVE DEPARTHEAT 
JRAERAL TRAFFIC DSPARTHENT 
REM. (M/L) 


PROM: USNAYIGA (Ceneral Traffic Departxent) 
Sf o—m™ 


SUBJ: SPFPCIAL COMMITTEE MEFTLING - AA™ ANDAS TIC CONTINENTAL FREIGHT 

CONFRNHWCRS = JU 12, 1959’, it 

Wh ef 

This will confirm our various, telex exchanges. We believe it 
may be well to go over the meeting ited by item, outlining the various 
views. efore cotting inte theereclfle\itexs we would like to 
discuss in fereral the comittee and its’ objectives. As this 
counittee concept developed during) te past month, it was our under- 
8 that its prize objective would ce the elinination of Manenio 
Line,and/tiet its secondary objective would be an attempt to take 
away from “oyer Tine thote-itens’ Ahat thoy were cerryicg in volume 
end which tie Coafersi.ce wis carrying in nevlicible quartitles, 
The difficulty 4t the weeting cf June 11 and at today's ueeting was 
due, in our opinion, to the menberstip of the csinittee, particularly 
United Stated Lines and "ollan, losing sight of these objectives. 
Contiauously ching up fad the discussions was the exression, 
"“urt Veyer Lice", "Fight tre outsiders", in short, “Cut rates". 
For our part we™kert fiusisting that the cowilttee not lose azht of 
its objectives, tut the difficuliy is belrg caused by Yollam and 
United states Lines failing to recognize these objectives, although 
there was a clear understanding at the June } noe tinge 


The itexs considered follow: ,? 


Asbestos, Waste - “eld over for firther stidy, Fveryone except 

ourselves wanted to cut this rate to $1.25 A/R/A and 315.00 11/5, 

Ye asked for the non-Conference statistics, ~The Chair could not 

supply tris information, but tie United States Lines stated that they 

had advices that 525 tons moved in a month via llollam, while 125 tons 
_ moved vie Neyer. tiolland Anerica Live denied carrying any such 

quantity. Subsequent discussion brought out the fact that this 

nivht be pacika;yes instead of tons, ‘“e "se this discussion to point 

out the inadequacy of the statistics with which we were workings, 
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Asbestine (Mamesium Silicate (Talc) = This item is definitely 
moving via non-Conferernce vessels, There is a negligible movement 
via Conference vessels. Accordingly we agreed to reduce the rate 


to 75¢ per 100 A/R/A and 85¢ u/s, 


Clothing, Used «= lfeld over beca:se of a Conference movenont, 
Several menters felt that Meyer and ‘lamenic were carrying used clothing 
as ra’s. We would not agree to any reduction based on the argument 
t-at the Coafercnce was carrying good quantitied, particularly to the 
Gersan ports and tt further the effect of any, red:ced rate would no 
doubt sake itself felt on the rolief rates. ‘| 

Cotton Linter Fulp & Cottonseed ‘tuii-Shay ngs Fulp - Unite 
States Lines stromly insisted thata uct -rate-of 50g per 100 A/R/A 
and 857 per 100 1/3 be estavlished. In retin yO pointed out that 
AoX.ll, was one of tie larcest Senelyx yeco S and, Bhould be contacted 
in on effort to secure his oisiness Porther, any cut would have 
ravificatious on other catewa:s,” uitod)3tates [ires kept insisting 
that sonmetring siould be dove onthe “eavy ovtsider nmovevent to the 
German ports, and proposed a rate‘of 90%4 all ports, wiich was dlocked 
by the -enelux Lines, ~<e stated for, t’%e record that we were willing 
to agree to 907, all ports, sixce byig would meintain parity with the 
Gulf. So ‘ 

Ve ~\ \ 

Ceterrysonts (soahé, We0e8.)\% The Conforunce diring May only 

carried a total of 32 tors to all ports, wrereas the last ‘anenio 


sailicg, the 5.5. "TOPIMA", carried 176 tons, It was agreod toneet 
é i MAJA and 65¢/1.20 "1/3. 


A 
— 


the itasenie rate of bof £2410 
> > ~~ 


Rarth ivfusorial - As we teloxed you, Mavenic Lice has had 
a heavy noverent of infusoriel oarth ond clatamecous carth on recent 
vessels. one of it hab deem shipced under te trade save of Supe re s/ 
Set. we believe a redi:ction of this rate to 17.00 a ton A/R/a 
and 318,00 a.ton 4/3 wAll particularly hurt “azente Line. 


Feed Sunplerents = Thore is ec nozlist>le movezent via Conference 
vessels and althow:h we would save preforred to secire more adequate 
statistics, we did not consider this ite: i-portant onoush to block 
action. The valno clause was deleted and net rates of 42,00 per 100 
A/R/A and 22.20 11/3 established. 


Meal Blood 

Meal, “oat and Bone 

Meal, Neat Dry = The Conforence carrios practically 
none of these cormiodities, There is a steady moverent via Meyer 
and Mamenic, The rate reductions may bring some cf this tonnare. 
to the Conference Lines, To redictions aret Neal, “loode- $19.00 
A/t/A, 320.50 1/3. Meal, ‘ent and Sone -313,00 A/z/A, $19.00 1/8. 
Neal, Meat Dry- [13,00 AJR/Ay 319.00 1/5, 


Glass Slocks, Suilding e Thore is a stoady non-Conferonce 
movenent of this consodity, vorsus a rmopligible Conferonce movevent, 
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It wae agreed tomeet Mazenic's rate of 31.10 per 100 A/R/A ‘and $1.25 
per 100 F/Be 1 


ides « The Black Diamond Line seers to be the only Conference 
carrier of hides, There are rocular shipments of hides on Mo;er and 
famenic,. flack Diamond favorod “ecting “eyer on this commodity, and 
we did not insist on meeting Mazenic because of the pcssible effect 
this might ‘ave on the Great Lakes and Guif hide rates, 


Insulation !.0.S. = It was acreed to red:oe this rate 6@ 60¢ 
a foot A/R/A ard ‘y n/B. All insulation itens A»-earizg on Face 54 
of the tariff at 75¢ A/R/A and O5¢ 1/3 will be rediced to this level. 
There is a stendy nove-ent of this corod tz via ::janenic and Neyer. 


Class Tibre = There {s a regular heavy novaeat of this commodity 
via Faconle aid “eyer., It was acreed-toreduce thia {ten to Og a foot - 
A/R/A ond LS¢ U/l. *B o reduced arp’ se \yree roek Wool ites on 
Page 102, viz: Rock Wool, N.OeSe ee Spun Wool. ve beliove we will 
see moro of these com :odities at Avose rats. 


» Af 
Loather - Bocauce of a recvtn &o:foerence moverent no chance 
was arroed to, ‘There was little di: a on this iten. 
Clot? 


a 


rachines, Nouseholdé ta:hard 3 and Dishwashers All 
Lines excent ovrselves yore prepandd to reduce tie rates on these itons, 
but the ximmiax® Belrcian’ Line would) tot agree to reduce the rfrirerators, 
we rofused the reduction\on tho 8 of & regular move-oat via 
Conference Lizes end thd gilded foék tt any reduction on one household 
appliance would gutew ticaliyprf/pressure on otier appliances, 
se 1 phepe that trest~itons de held over to secure additional 
atatistics, 


Phonol, » Mansnic jLe camping ,ood quantities of this item. 
There weve ani\doxi-mtely/200 to..s ou treir last vessel. Accordinnly, 
we ay tome btrety vate, which is presently (1.25 A/®/A and 
$1.35 W3e * 


Phthalic Anhydride = A rogular nove.wnt vie the “eyer Line, 
We agreed to 31.25 A/R/A and 21.35 i/B. 


Products, Animal: Casings «- A regular moveient via the Meyor 
Lines. A reduction to $1.60 per 100 pounds, all ports, was ecreed. 


Rags « Hanéenic Line is carrying rags and the Meyer Lise has 
good quantities for the Autwerp/Ilanburg rauge and is also transsipping 
to other ranres. A reduction to $1.15 per 100 pounds A/R/A and 
51.25 4./5 was agreed, 
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Teeter : abi/y 


Refrigerators - Refer Machines, Household above. 


Rosin or Resin Synthetic - Ow refusal to agree to a reduced 
rate on this iton led to one of the longest arguments, ve were 
surprised to find the iollend Averica Line arguing with the United 
States Lines for a reduction. We could not argue against the fact 
that :eavy quantities of this commodity are moving via “anenic Line, 
end a rate red:ction micht hurt them soverely. ie did point out that 
the Corference was carrying this iteu in heavy quantities and that 
therefcre a rediotion might uot be necossary at.this tien. we 
further argued that a reduction on this item would wave serious 
consequences on tre synthetic rubber rate and would also seriously 
affect the stability of the rosin, synthotic resin and synthetic 
rubber rates from the Culf, Creat Lekes and exigo. he stated we 
would azree to hold the item over for continued study, but would 
not arree to any action at tris timee We also inaleted tiat 
synthetic resin moult be considered at cart of the total cherical 
problem. * ‘ wilh recall that t:o ChaliPmen was directed te consult 
with the major chemical compan lew An order to se6@ what could be done 
to secre their contracts. ‘“e felt that tie synthetic resin rate 
should be held pendirg until tho Kyaleeen reported on his discussions. 


San, Silica or Quartz. - neve, Mamenic vessels have deen 
carry icy; this comolity, Accordin l? it was acreod tomeet their rate 
of *1.10 per 100 po: nds "4/3/44 $2,20° a, 

Soan Powder <- totes vt via i Mamenic Line. Acerdingly arreed 
to -eet their rate of eh 7S- a toy af/n/A and *49.25 "/Be 


Soar Stools porta =-S6i 4. carried by the outsiders, tt not 
by the Conferences. Accordadligly agroed to~oet “Moyer rates of $15.00 
per ton Midr, 420,00 3/3. 


sktnd | A. e903. “| Continuous movevent via Mavenic and Meyer Lines. 
Meyer Line me the faXkosing classification: 


Pur, Tors wer Sein, N.O0.8. (Including Rejects, 


Seconds or Daraged) AJR ao - 
Value not oxceodi: % $.50 (centa per Skin) 
Value exceeding 3.50 (cents) per Skin, but 
not exceeding $1.00 per Skin 8.38 9-78 
Fur, Fura or Skins, 4.0.S. 7 2. ft. 2. 


We acreed to these rates previded the Uanbur¢g/Erenen rates were reduced 
as follows: 
Fur, Furs or Skins, as (Including Rejects, 
Secouds or Daya ged) 5.55 6.10 
Value né& exceedin #420 io per Skin) 
Value exceeding 3,50 (cents) per Skin, but 
not exceeding 41,00 per Skin <a 9.20 
Fur, Mrs or Skins, N.S, 2.40 ft. 2.65 


70300 O—61—pt. 3, vol. 1——-32 





470 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


perce wea every emrcewrt wey meres 


17 GATTERY PLACE Fa New TORK “Osway 


4 


*"@ 


Tile, Asphalt Composition Floor <- Steady non-Confermce 
movement. It was arreed toreduce these rates to 75¢ per 100 
pounds Ay A and 60g per 100 pounds W/B to try to secxre sone 
of this tonnage, 


Deferred Items - Added to the Doferred Items on the 
Conference list of June 5 weres 


Lawn Mowers 
Pine Lumber 


Wollastonite { 
There was no discussion on any of these Deferred Itens nor was 
the date of the next ~eting set. We emphasized that before the 
next <seting we hoped to see son adequate afigtiatics on tho 


comotities under discussion, 
We are onclosing herewith ’ Advice refarding today's 


meeting. 
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‘UNITED STATES NAVIGATION Co. INC. 24 


| + 
Mt \ 17 BATTERY PLACE NEW YORK 4, N. ¥. Ji 
: ys 


October 20, 199 


TO: «=HAPAG (MA O K) 
LLGYD (i A O kK) 

ccs EXEQUTIVE DART Ea? 
GELERAL TRAFVIC DEPARTERT 
ReEslie (:1/L) 


PROM: USNAVICA (General Trafiie DoSg 














SPECIAL Mi EYEAn, 


Aa we tolexed U ip favored extension of the 

eS through liovendor 3) only. All of the major 
Lines, with the cdfgeption the ‘nited States Lines, seas to be 

in favor of tucre of the onergouey rates at tc sarliest 
possible moment. cl TAgmond Line stated they are most anxious 
to secure increase on the fron and stecl iters. United 
Sisates Lines susrest at.the synthetic resin rate be extended 
throuch Decenber 1959, since tvey stated tat they cra receiving 
Decenber inquiries, ve were willing to vo along with this reqvest, 
but Holland A-erlea Line and Llack Diamond Line insisted that this 
be held to iiovaiber only, We spoke rrivately with the United States 
Line's represautative on your susrestion that tebacco, military 
carco and rellef roods be increased. «ce pointed out to the United 
States Linea that they and ourselves carried the preponderant move- 
ment of these com:oiities to the Ceri:aa ports and that if we were 
agreed on ani Lucvease, the balance of the rerberchip would, also— 
agree. 


As we advisod you, the riatter of adjustics rates will be 
considered at a -ueetiag of tim Special Committee, rather than the 
whole Conference, on Xovenber 10, ‘When considering increased rates 
We are still bein: guided by those objectives expressed in our 
letters of June 5 and June 12, 1959. You will recall the first 
objective was the elinination of t!w Manuonic Line and the second 
objective was to take away from lioyer Line those commodities which 
they are or wore carrying in volwne and of which the Conferonce 
Lines are only handling swall quantities, While we desire to 
increase ratos and seo::re more needed revenue wo set continue to 


——F 
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UNITED STATES NAVIGATION Co., INC. 
17 BATTERY PLACE NEW YORK 4, N.Y. 


ly / 
bear these objectives in mind. It would be indeed unfortumate if J] / 
any freight rate increase at this time was to bo the moans by which/ 
Masenie Line were able to stay, in the trade. The rising chertor | 
rarket, plus the present low freight levels, should be making theln, 
position more difficult, . {i} 
: 1V 


2. Citmis Fruit , 


As we advised you via tolex, “tollam and the United “tates Lines 
finally acreed to a conmprozise 607 per carton. we di4 not press for a 
hiser Deceidor rate at thla tivo. It 18s our hone to do this at tho 
Novenber 10 «etineg when we can sore properly judge the Docenber 
frult prospects, nivs tho advance cenoral cargo market. ‘“e woulé 
aprreciate any information you can secure on yorr side on this subject, 


3. Axtlroad Ties 


The United States Lines subnitted a f offer for Novaiver 
shipment of 500 tons of railroad ties, i*Tiedlphie/ackerg, at 
212.90 per 22)0 lbs, Tho shircer was tv? geAtl.ntic Iumber and 
Trading Cormacye. All wenbors of how 
orselves, agrecd that thie offer 
was accepted without ow votes, 
in the majority view, 


© aavised thea Himt we vore screoable 
on morcency races tuto to rogular 
a (44 r tariff rates were also shown and the 
ae tion date. Vo also orprossed tio opinion 
that a list should oak by the Conference Office of 211 social 
rates so that there woul: be no chance of any of them becoming tariff 
rates duo to clerical errors or oversight. In actual practice all 
ecerzgency rates will be taken off Fazos CG ard TH, except steel 
rolling mill maciinery which has to do with a special cffer accepted 
by the Frerce:cy Rate Comaittec. All other rates will appear vcelow 
the tariff rate in its proper place in the tariff, In order to 
maintain the crinciple of having an expiraticn date, expiration dates 
of Pecesber 31, 1959 were agreed to on wheat flour and bulk oils, 


Se Apples 


We have slready telexed you on this auoject and are now awaiting 
yor reply. ‘/o sincerely hope that it will te possible to hold our 
present rate, but much will depend on whether offective control of 
the move-eat can be held on your side. It ‘as been ten yoars since 
there was any substantial movevent of applés from the United States 
and we recall at tiat time the forwarders controlled the carro, 


FJ83 hm Pe Je Ba: 
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Mr. Materz. I have no further questions. 

The Cuarrman. Arethere any other questions? 

Mr. Peer. Mr. Hopkins, do you have any reason to believe that the 
neutral body system you have suggested would be more effective in 
getting the various lines involved in a conference, wherein malprac- 
tices may be a problem—do you have any reason to believe that such 
a neutral body could get the lines to complain about those malprac- 
tices ? 

Mr. Horxrns. I think this, Mr. Peet, that the existence of what 
we might term a neutral body would cause the members of the confer- 
ence to feel more certain, perhaps, or more satisfied if they did have 
a complaint, it would receive attention and would not fall upon deaf 
ears. And I would think that it might encourage complaints which 
have not been made heretofore. 

Mr. Peer. Is there an implication in what you say that complaints, 
to — have fallen on deaf ears when made to the Federal Maritime 
Boar 

Mr. Horxrns. I didn’t mean to make that implication; no sir. 

Mr. Peer. Thank you. 

The Cuarrman. I want to thank both of you gentlemen—all three 
of you gentlemen—for being uniformly helpful to the committee even 
under trying conditions when you had to make some admissions. 
Thank you very much. 

Mr. Hopxrns. Thank you, Mr. Chairman and gentlemen. 

The Cuamrman. Our next witnesses are Messrs. Herbert Burstein 
and Joseph M. Adelizzi, of the Empire State Highway Association. 

Gentlemen, will you come forward please? 

Mr. Adelizzi, will you raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? i 

Mr. Ave.izz1. I do. 

The Cuarrman. Mr. Burstein, will you raise your right hand? Do 
you solemnly swear to tell the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Burstern. I do. 

The Cuamrman. Will you state your name, your affiliation, and ad- 
dress for the reporter? 

And will you do the same thing, Mr. Adelizzi? 


TESTIMONY OF JOSEPH M. ADELIZZI, EMPIRE STATE HIGHWAY 
ASSOCIATION, AND HERBERT BURSTEIN 


Mr. Burstetn. With your permission, I would suggest that Mr. 
Adelizzi make the first statement. My contribution will be a very 
limited one. I propose to address myself to the very technical aspect 
of the proceeding with which we are concerned. 

The Cuarrman. You may proceed, Mr. Adelizzi. 

Mr. Anetrzz1. My name is Joseph M. Adelizzi. I am managing di- 
rector of the Empire State Highway Transportation Association, with 
headquarters at 44 East 23d Street, New York City. 

I am here in behalf of the members of that association, which in- 
cludes in its membership all classes of highway owners and users— 
truck owners and users. We are the spokesmen for the trucking in- 
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dustry in New York State, and are affiliated with the American Truck- 
ing Association with headquarters here in Washington. 

We appear before you for the purpose of seeking relief from con- 
ditions prevailing in the port of New York which we believe impair 
the welfare of the port and the people doing business there. 

It might be appropriate to point out that over the years the truck- 
men servicing the port of New York have become increasingly im- 
portant, because more and more of the imported and exported general 
cargo moves from and to the piers on trucks. 

Over the years this volume percentagewise has increased, until 
today the trucks perhaps move 60 or 70 percent of the total general 
cargo. : 

I personally have been associated with this condition over a period 
of 25 years, and regretfully report that in all of this time we have 
had little success in bringing about a correction of practices and what 
not that prevail there which are not in the best interests of the public. 

In our efforts we have appealed to the city of New York, to the 
State government, to the Port of New York Authority, which is 
charged with the promotion of the public interests in the port, to the 
waterfront commission, which is charged with similar interests of a 
more confined nature, with various business and civic organizations, 
and all in vain. 

There are a number of factors that contribute to this condition, 
One would be the rather obsolete and antiquated nature of the pier 
facilities. It too would be the fact that there exists in the port many 
antiquated and perhaps punitive practices, labor and otherwise. An- 
other would be the overloading of these facilities, as inadequate as 
they may be, because of the economic pressure resulting from the 
pier rentals which are claimed to be unduly high. Another would 
be the congestion that prevails on the waterfront in the port of New 
York and so forth. 

Our purpose here today is to interest your committee in one of 
the factors which we believe presents a serious and menacing prob- 
lem to the port. It stems from a monopoly that has been created as 
a consequence of an agreement entered into between the terminal op- 
erators and the International Longshoremen’s Union, which has juris- 
diction over most of the personnel used on the piers. 

That agreement provides that only employees of the terminal op- 
erators may be used in the loading and unloading of trucks, at least 
that was the original agreement. 

As a consequence of pressure and protest by the Teamsters’ Union, 
the agreement was modified to apply only to the loading of trucks, 
with the unloading being left with the Teamsters, under the juris- 
diction of the Teamsters. 

We protested to the Federal Maritime Board, as did the port au- 
thority and the waterfront commisison, and other business trade 
associations, 

The Cuamman. Just what is this that hasn’t been done by the Mari- 
time Board? What does it do as far as you are concerned ¢ 

_ Mr. Avetizz1. What does what do?. I don’t, understand your ques- 
tion. 
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The CuHarrman. As I gather, there has been no filing with the 
Maritime Board of some sort of agreement. Maybe I didn’t under- 
stand you. 

Mr. Maerz. May I interject, Mr. Chairman 

Is the problem this, Mr. Adelizzi, that—— 

Mr. Aveuizzi. If you will just bear with me another minute, I 
think I will make it clear, 

As I was saying, this agreement which confined to the employees of 
the terminal operators, the loading of trucks, the exclusive loadin 
of trucks on the piers, was protested before the Maritime Board vad 
after hearing the Board ruled or the Board approved the agreement. 

Notwithstanding that, as I say, we, representing the trucking inter- 
ests, the port authority, the waterfront commission, and other trade 

ups, protested this agreement which the pier operators had entered 
into with the labor unions. 

The Cuarrman. This is an agreement entered into between the op- 
erators of the piers and the labor unions? 

Mr. Apeuizzr1. Correct. 

ae Copeman, And was it approved by the Federal Maritime 
Board ¢ 

Mr. Apveuizzi. That is right; given sanction by the Maritime Board. 

The CuarrMan. Was it then exempted from the operation of the 
antitrust laws, if you know ? 

Mr. ApELIzz1. The exemption comes from another agreement which 
our counsel will describe. 

The Cuarrman. Since there was approval by the Federal Maritime 
Board, I wonder whether you are before the proper committee. 
don’t want to forestall you. This committee does not have primary 
jurisdiction over changes in the Maritime Acts. 

Our principal inquiry is directed toward possible violations of the 
antitrust laws. The maritime laws provide certain exemptions from 
the antitrust laws if agreements are filed with and approved by the 
Maritime Board. If there is no filing, there is no immunization from 
the operation of the antitrust laws. That is what we are particularly 
interested in. It is apart from our inquiry to determine whether the 
Maritime Board acted properly or improperly in approving the 
agreement between the pier operators and certain unions. 

I don’t know whether I make that clear to you, sir. 

Mr. Apexizzi. Yes, you do, sir. You make it clear to me. And 
the question that you raise I am sure our counsel will adequately ex- 
plain. My function is to describe a condition which manifestly is 
not in the best interests of the public and the port of New York. And 
it stems from the authority of the Federal agency. 

Now, I don’t know where to go to for relief except to Congress. 
We have tried everybody else. 

Mr. Burstein. Mr. Chairman—— 

The CuHarrMan. I would be glad to hear you, but 1 just want you 
to know that we have limited jurisdiction. And I don’t know whether 
we can give you much comfort by way of statutory recommendations. 

_Mr. Bursrerm. Mr. Chairman, could we reverse this order just a 
little bit and permit me to make a very brief statement, and perhaps 
I can provide a frame of reference for Mr. Adelizzi’s remarks. And 
I want to say this preliminarily. 
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First, my name is Herbert Burstein. I ama lawyer. I ama mem- 
ber of the bar of the State of New York and the Commonwealth of 
Massachusetts. I also practice before various administrative agen- 
cies. I ama onetime teacher of economics at college. 

I have acted as counsel for a congressional committee. I have 
written for legal periodicals in the field of administrative law. 

The CHarrMAN. You should be in this administration. 

Mr. Burstein. No, I did not attend Harvard, and I am not a mem- 
ber of Mr. Stevenson’s law firm. 

Let me say very briefly that there is a case pending now in the U.S. 
Court of Appeals for the District of Columbia which concerns it- 
self with some of the issues we want to present before you. 

However, Because I am a lawyer and I have a responsibility not to 
discuss a case which is sub judice and attempt to influence judgment 
by a statement here, I will avoid any reference to the case. 

And let me give you something of a background and why we think 
our discussion falls within the framework of the work of this com- 
mittee. 

You are concerned with violations of the antitrust laws. You are 
concerned with section 15, the implementation of section 15, to what 
extent section 15 and its purposes are subverted by conferences and 
agreements and by the acts of persons subject to the jurisdiction of 
the Federal Maritime Board; the extent to which the Federal Marti- 
time Board polices section 15 and implements the antitrust laws— 

The Cuarrman. No, it isn’t our primary province to determine to 
what extent the Federal Maritime Board polices this. That is within 


the primary purview of the Merchant Marine and Fisheries Com- 
mittee. 


Mr. Boursrern. I shouldn’t say you are concerned directly with the 
Federal Maritime Board. Let me then restrict myself to a considera- 
tion of the antitrust aspects of the yr nd Act of 1916, as amended. 


Very briefly, this is the factual background. As you know, the 
largest port in the world is the port of New York. And practically 
all of the import and export traffic which moves to or from the port 
of New York in foreign commerce is handled by trucks. The trucks 
bring it to the piers, or the trucks take it from the piers. 

For many years the freight was loaded on trucks by so-called public 
loaders. There was a widespread investigation of alleged nefarious 

ractices by the public loaders. Ultimately the Legislature of the 
State of New York enacted the Water Front Commission Act which, 
when approved by the U.S. Congress, was known as the waterfront 
commission compact. 

And this act in essence outlawed public loading, and prescribed that 
there were five classes of persons permitted to load or unload cargo 
from or to trucks in any pier, the piers in the port of New York, 
which embraces New York and New Jersey. 

Now, among the groups were truckmen, terminal operators, steam- 
ship operators, and stevedores. . 

For a variety of reasons, because of the physical character of the | 
piers, the nature of the traffic handled, and the fact that the piers | 
themselves in some sense were dominated by trade unions—I am not 
passing on the wisdom or lack of wisdom of that arrangement—it be- 
came evident that someone had to do the loading, if it wasn’t going to 
be the public loaders. 
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So, steamship operators in their capacity as terminal operators and 
stevedoring firms joined together and entered into an agreement called 
a memorandum of cooperative working agreement. And that was 
identified as ent 8005. In accordance with the requirements of 
the Federal Register Act and the Administrative Procedure Act, 
notice was published in the Federal Register about this agreement. 

Now, the sense of this agreement was as follows: The terminal 
operators could, by cooperative action, publish rates and charges and 
establish practices governing the loading and unloading of water- 
borne trafic at the pier in the port of New York. And they sought, 
thereafter, the immunity which, is granted by section 15 from the 
antitrust laws. And that agreement was approved. 

And it said in effect that all the loading of cargo would be done by 
employees of the terminal operators, and the terminal operators were 
either steamship companies or stevedores. 

And then they proceeded to publish a tariff, that was tariff No. 1. 
And in their tariff they set out certain rates and charges. And they 
incorporated certain practices, and certain rules and regulations. 

Then there came a time when they published tariff Nos. 2, 3, 4, and 
5,and progressively the rates were increased, the charges and practices 
made more restrictive as to what we call deleterious effect on the com- 
merce of the United States. 

Now, there came a time when the steamship operators entered into 
a collective-bargaining agreement with the International Longshore- 
men’s Association, then unaffiliated, and now respectably associated 
with the AFL-CIO. And in this agreement the ILA exacted from 
the steamship operators, or at least the steamship operators purport- 
edly agreed, in the process of collective “bludgeoning”—I am sorry, 
collective bargaining—the obligation to see to it that all of the unload- 
ing of the cargo was done by ILA personnel. 

Now, this was very important, because traditionally Teamsters 
always insisted on their right to unload the cargo. Now, the Team- 
sters didn’t challenge the fact that ILA or the public loaders wanted 
to load it. They had a kind of a truce; it was a cold war, and nobody 
wanted to set this off. 

Now, when this agreement was made, this agreement which would 
give exclusive jurisdiction of the unloading as well as the loading of 
cargo onto trucks to the ILA, the terminal operators, in an excess of 
zeal, in a sudden devotion to their responsibilities under the law, filed 
an amendment to this agreement 8005 called 80051. 

And then, as Mr. Adelizzi told you, everybody protested. We, the 
truckmen, protested. And the waterfront commission protested. 
And various trade groups protested. And there was a very long 
hearing that lasted for 10 weeks. And at the conclusion of the hear- 
ing this agreement was approved. 

Now, involved in that hearing was a challenge to certain rates and 
charges. And we had made the contention that every time a tariff 
was published, this constituted either a new agreement under section 
15, or a modification of the agreement. 

The Cuatrman. Is this case now in the courts? 

Mr. Burstetn. Yes. This case, as a matter of fact, considering the 
_ of breaks I have been getting today, might even be reversed 
today. 
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The Cuarrman. Where is the case now? 

Mr. Burstetn. The Court of Appeals, District of Columbia. 

The Cuamrman. What happened in the lower court ? 

Mr. Bursrern. It goes directly from the Federal Maritime Board 
to the court of appeals. 

The Cuamman. From the Federal Maritime Board directly? 

Mr. Burstern. Yes. 

The CHamrman. When was it heard? 

Mr. Burstern. About a month ago; I would say we argued it about 
a month ago. And the award was against us and the intervenors, 
that is, the steamship operators opposed us. 

The CuHatrman. We have a uniform rule in this committee that 
when a controversy is in the courts, we are loath to consider it. 

Mr. Bursrern. I am not asking you to consider the controversy, 
your honor, I don’t have any such saggestion. I started off by say- 
ing, as a lawyer, I wouldn’t feel free to discuss with this committee the 
merits of the litigation, it would be wholly improper. What I wanted 
to point out, however, is that the intervenors in the Federal Maritime 
Board take the position that these rates are made, are automatically 
changed, practices established, and have immunity of the antitrust 
laws. 

Now, whether they are right or wrong is unimportant. If they 
are wrong then the court will say so. If they are right, then we 
suggest that something must be done in section 15 to make certain 
that their blanket immunity doesn’t create violations of the antitrust 
laws, that they are not thereby given an umbrella by which they can 
exact and extort tribute from everybody who operates on the piers. 

The Cuarrman. Under the present law, if the Federal Maritime 
Board approves an agreement, it is exempt from the antitrust laws; 
is that not correct ? 

Mr. Burstetn. That is a question I would be prepared to debate, 
Mr. Chairman. 

The CHarrman. But you claim that any time there is any kind of 
a change in the agreement, it must be approved by the Maritime 
Board ¢ 

Mr. Bursrern. Yes. I take that position, just like the Isbrandtsen 
Co. when they took this question into the courts. And, Mr. Chair- 
man, you remember that dual rates were once argued by the Federal 
Maritime Board, that once you have the conference agreement you can 
publish dual rates and change them. In the /sbrandtsen case the 
Court of Appeals for the District of-Columbia—and ultimately 
certiorari was denied by the U.S. Supreme Court—held that that 
wasn’t so. 

The Coarrman. Who can make these changes of rates? 

Mr. Burstetn. The steamship operators and the stevedore people, 
without consulting anybody. And the Federal Maritime Board 
said—and this is very significant—it says, “Can’t suspend rates.” 

I don’t have to read you the Landis report; I am sure you are 
familiar with the Landis report. 

The Cuamrman. Let’s see if I get your point. There is an agree- 
ment between the steamship companies and the pier operators—— 

Mr. Burstern. No, it is among the—you see, the piers in the port 
of New York are generally pevinhal by the city of New York, and leased 
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to the steamship companies. The ILA represents the longshoremen 
who work for the stevedores. The stevedores have the jurisdiction of 
loading cargo into and out of vessels. 

The CHarrman. Is there an original agreement between the steve- 
dores and the steamship company ¢ 

Mr. Burstein. No, there is an agreement among a group of people, 
you see, the stevedores and the steamship companies have agreed 
among themselves just like steamship lines agree among themselves. 

The Cuarrman. There has been an original agreement ? 

Mr. Burstein. Right. 

The CuatrMan. And that has been approved ? 

Mr. Burstetn. That is correct. 

The CHatrmMan. Your contention is that when these people who 
are signatory to this agreement which has been approved, get together 
and raise rates without Maritime Board approval, they are violating 
the antitrust laws? 

Mr. Burstrern. And that is an argument I am making in the court. 

The CHarrmMan. Wait a minute. They are violating the antitrust 
laws because they don’t get approval for that change, no matter how 
insignificant it may be, from the Federal Maritime Board. 

Mr. Burstrer. I wish I had said it.as well, Mr. Chairman. That is 
correct. 

The Cuarrman. That is the very contention that you are making be- 
fore the court of appeals? 

Mr. Bursrern. Not quite. And I don’t want to argue my conten- 
tions before the court of appeals. It is not quite. But I am saying 
this: If in fact the change in the rates—to begin with, there is a public 
policy aspect, you are going to recommend some legislation. If these 
rates are significant in terms of the commerce of the United States, 
then the uncontrolled discretion on the part of the people who charge 
the rates to increase them is a matter of grave concern to the public. 
That is point No. 1. 

Point No. 2, if in fact there is no immunity because the original 
agreement itself didn’t fix rates, then whenever they get together you 
have a classic case of violation of the antitrust laws, because it is a per 
se violation, price fixing is a per se violation, just like group boycott. 

Now, in the event, however, that such fixation of rates is what the 
Board calls a routine matter, therefore does not require advance ap- 
proval, is sustained, then we suggest that legislation is needed to com- 
promise and reconcile the seca apipdest of the antitrust law with 
the salutory purposes of the Shipping Act. And we call that to your 
attention. Purt er, we say to you, assuming that you can reconcile 


these two aoe of legislation and, there is additional legislation 
e 


needed. re I try to speak like a lawyer in a field of administrative 
law. This agency should be established as an independent regulatory 
egency with the same kind of powers that the Interstate Commerce 

Yommission has; namely, the power of suspension in the event you 
have rates which are unfair or noncompensatory. 

Now, the Board says, “Well, Meo on’t need that, because you can 
come in someday and say that ‘this agreement is detrimental, not dis- 
approved.’ ” 

ell, if you live long enough and if you have rich enough clients, 
that is possible. 
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And then they say you havea right to reparations. If you live long 
enough for that, it is possible. 

But we had a 10-week hearing, and I would daresay it would take 
2,000 days in order to establish a reparations case for $1.84. 
in the remedy, while it exists on the statute books, is a wholly 
illusory. 

Now, to summarize what I want to say here, I would suggest to this 
honorable committee that, first, the fixation of rates and charges, the 
establishment of practices is a violation of the antitrust laws. But if 
the court should hold that mere approval by the Board sanctions roms | 
immunizes it, then I suggest that this committee take a good, ha 
look at section 15. 

The Cuarrman. That is where this would have to be a matter for 
the Merchant Marine and Fisheries Committee. 

Mr. Burstern. Yes, except that your concern with the antitrust 
laws would suggest that you subverted by legislation, specific laws. 

For example, the Bulwinkle Act, section 5(a) of the Interstate 
Commerce Act, grants certain immunity. Still, the U.S. grand jury 
is indicting at this time a number of people on that. 

The CHarrman. Don’t get so excited, Mr. Burstein. 

Mr. Bursrern. I am not; I am just trying to get you to hear me, 

The CHatrman. There are cases of overlapping, and one com- 
mittee actually will find itself in a position where it may be imping- 
ing on the jurisdiction of another committee. And we have to 
very careful in that regard. When it comes to matters involving 
shipping, the primary jurisdiction is largely in the Merchant Marine 
an Fisheries Committee. We are interested in possible violations 
of the antitrust laws. 

If the court holds that there need not be further recourse to 
the Federal Maritime Board for changes in the rates for lowering 
or increasing the rates, because the basic agreement has been ap- 
proved by the Federal Maritime Board, in my estimation any change | 
of satute would primarily concern the Merchant Marine and Fish- 
eries Committee and only secondarily concern this committee. 

And I would have to rule, as chairman of the committee, that in 
view of the comity that exists between the various committees, that 
such a bill would have to be referred to the Merchant Marine and 
Fisheries Committee. 

So I must be very careful, sir, in inquiring. 

I don’t want to appear to be in any sense of the word discourteous 
to you. I am going to listen to you, I want to listen to you. You have 
come a long way to be heard, and you have to have a forum in which 
to express your views. But I must maintain that I still think that 
you are in the wrong place. 

Mr. Burstern. Well, Mr. Chairman, knowing your unequaled 
reputation for parliamentarianism, I would hardly presume to chal- 
lenge that. I am sure you are quite right. And I do not suggest that 
you infringe on the powers of another committee. 

You are, however, concerned with the antitrust laws. I respect- 
fully suggest to you that the antitrust laws are subverted to the ex- 
tent that there are techniques, methods and provisions under which 
practices may be engaged in that are not intended, were not con- 
templated by Congress when they enacted this kind of legislation. 
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And if, in fact, it is, then the antitrust laws need strengthening. And 
I am sure you are concerned with that. 

The Cuarrman. Surely. 

Mr. Burster. All right. 

Now, it would seem to me, Mr. Chairman, that if the Sherman Act, 
or the Clayton Act, or the Robinson-Patman Act, are in a sense—there 
is a process of attrition by which interpretation by agencies such as 
the FMB grant immunity, and there is no effective remedy, it seems 
to me that this is a matter of concern to a committee which is dedi- 
cated to the problem of examining the antitrust laws and their 
efficacy. 

That is all we are trying to call to your attention. 

We say that the antitrust laws are being subverted (a) by the 
interpretation of the Shipping Act and (B) by the practices en- 

ged in by those who claim immunity under section 15 of the 
Shipping Act of 1916. 

The Cuarrman. Mr. Burstein, I want to say I have keen interest 
in what you are saying. I would suggest that you keep in touch, as 
counsel, with Mr. Maletz, our counsel, as to the progress of your 
case. Also, I would like to be kept advised specifically as to what 
happens in that case. I think it is a very, very important matter. I 
do not want you to think we are not interested—we are. 

Mr. Burstein. I am sure of that. 

Mr. Chairman, I have usurped Mr. Adelizzi’s time. 

Mr. Apevizz1. I think anything I may say now would be rather 
redundant. But I would like to stress this one point. That the 
monopoly which I speak of, standing alone, is menacing, because we 
have to use the services of these terminal operators. 

If we are free to provide our own manpower to load these trucks, 
then the charges of these terminal operators would have no proueeee 
Sqphcener, Competition would keep them under control. 

vow, our complaint is, as business people, that here we have a 
monopoly sanctioned by a Federal agency, by which people can pre- 
scribe at will whatever charges they wish to. Then we have to wait 
a couple of years to find whether those charges are appropriate or 
even legal. 

Now, certainly, if I may, without appearing to be disrespectful, I 
would like to tell you we are entitled as citizens to a little better 

rotection from our Government than that. And when the Federal 

aritime Board, from whom we have to seek this protection, tells us 
they have no jurisdiction over these rates, then certainly we are left 
without any recourse and I am sure that your committee, insofar as 
it is able, would not want to see us left in that position. 

The CHatrman. I am sorry we could not give you too much 
comfort. I am certainly in sympathy with you. We would like to 
watch the progress of this case. I suggest you keep in close liaison 
with Mr. Maletz. 

Thank you very much. 

Mr. Apeuizz1. Thank you. 

Mr. Burstein. I want to express our appreciation to you and Mr. 
Maletz, who has been very kind and has given us an opportunity to 
~ Fees o> apne facts, and has been very diligent in the performance 
of his ; 
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The CuHarman. The doors are always open for you. There is 
always a welcome on the mat. 

We will adjourn now to meet tomorrow morning at 10 o’clock, when 
we will hear from J. F. McArt, chairman of the Pacific Coast Euro- 
pean Conference, and James J. Dean, chairman of the Far East Con- 
ference. 

We will now adjourn. 

(Whereupon, at 3:40 p.m., the committee was recessed until 10 
a.m., Friday, March 10, 1961.) 





| 
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FRIDAY, MARCH 10, 1961 


Houses oF REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 
346, Old House Office Building, Washington, D.C., Hon. Emanuel 
Celler (chairman) presiding. 

Present : Representatives Celler, Rogers, Donohue, Toll, McCulloch, 
and Meader. 

Also present: Representative Ray. 

Staff members present : Herbert N. Maletz, chief counsel; Julian H. 
Singman, associate chief counsel; Leonard Appel, assistant counsel ; 
and Richard C. Peet, associate counsel. 

The Cuatrman. The committee will come to order. 

Our first witness this morning is Mr. J. F. McArt, chairman of 
the Pacific Coast European Conference. 

Mr. McArt, will you please step forward? Will you raise your 
right hand? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God, in these proceedings? 

Mr. MoArr. I do. 


TESTIMONY OF J. F. McART, CHAIRMAN, PACIFIC COAST EUROPEAN 
CONFERENCE, ACCOMPANIED BY LEONARD JAMES, ESQ. 


The Cuarman. Mr. Singman ? 

Mr. Stneman. Mr. McArt, will you please state your name, ad- 
dress, and occupation for the record ? 

Mr. McArr. My name is John F. McArt. I am chairman of the 
Pacific Coast European Conference, of 417 Montgomery Street, San 
Francisco. 

Mr. Stneman. Would you identify the gentleman seated at your 
left, please ? 

Mr. McArr. Mr. Leonard G. James, of the firm of Graham, James 
& Rolph. They are counsel for the conference. And, with your 
permission, I would like Mr. James to be with me at this hearing. 

The CHatrman. Proceed. 

Mr. Stneman. Mr. McArt, how long have you been chairman of 
the Pacific Coast European Conference ? 

Mr. McArr. Since February 1947. 

Mr, Stncman. Were you not at one time employed by a predecessor 
agency of the Federal Maritime Board? 

Mr. McArr. Yes, sir; I was. 


483 








484 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Streman. How long were you so employed ? 

Mr. McArr. From July 1919 until the end of 1946, January 31, 
1947, in various capacities. 

Mr. Stneman. Immediately after assuming your post as chair- 
man of the Pacific Coast European Conference, did you serve as chair- 
man of the Latin American Freight Conferences in San Francisco! 

Mr. McArr. Yes; I did, for a short while; yes, sir. 

Mr. Stneman. And in that position you headed all conferences coy- 
ering freight traffic of the various trade routes between Pacific coast 
ports and Latin American ports, did you not? 

Mr. McArr. In which shave were conferences in existence, I did; 
yes. 

Mr. Stneman. Who succeeded you in that position ? 

Mr. McArr. Mr. Raymond F. Burley. 

Mr. Stxeman. Did Mr. Burley work under you! 

Mr. McArt. Yes, sir; for awhile. 

Mr. Stneman. Do you still maintain contact with Mr. Burley? 

Mr. McArr. I maintain the same contact with Mr. Burley as I 
would with any other conference chairman, Mr. Singman. 

Mr. Stneman. As a matter of fact, doesn’t Mr. Burley keep his 
offices in the same building you keep your offices? 

Mr. McArr. Yes; we do, we have the same quarters, in the sense that 
we rent from the same agent. 

Mr. Stneman. How long have you been in this building? 

Mr. McArr. Oh, about a year and a half. 

Mr. Stneman. Before that, were you located at 16 California 
Street ? 

Mr. McArrt. Yes, sir. 

Mr. Stneman. And at that time, did not Mr. Burley have his offices 
in the same building? 

Mr. McArt. Yes, sir. 

Mr. Stveman. And when you moved he did? 

Mr. McArrt. Yes, sir. 

Mr. Stneman. You and Mr. Burley share the same counsel for your 
conferences, too, do you not? 

Mr. McArr. We do. 

Mr. Streman. Would it be fair to say that you and Mr. Burley 
share similar views with respect to conference matters in general ? 

Mr. McArr. I think that isa fair statement. I think we do. 

Mr. Streman. Does your conference and Mr. Burley’s conference 
follow the same viewpoint concerning f.o.b. and f.a.s. sales, for 
example? 

Mr. McArr. Yes; as far as I know, Mr. Burley’s group does. 

Mr. Stneman. What terminal ports does the freight traffic of the 
Pacific Coast European Conference encompass ? 


Mr. McArrt. Well, we encompass all of the ports in the State of. 


Washington, Oregon, and California, also Alaska. 

If you mean by terminal ports the principal ports would be the Los 
Angeles area and the southern part of California, the San Francisco 
Bay area in the middle, and Portland, Oreg.; Seattle, Wash., and so 
on. So far as service is concerned, my member lines can serve any 
of the ports in California or Washington or Oregon or Alaska for that 
matter. 
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Mr. Stneman. What are the terminal ports on the other side? 

Mr. McArr. Well, there are quite a number of them, Mr. Singman. 
I don’t have the list here with me. They are as shown in the tariff, 
the principal ports of Europe. 

Mr. Stneman. The principal ports of Europe? 

Mr. McArt. That is correct. 

Mr. Streman. How many steamship lines are members of your 
conference ? 

Mr. McArrt. At the present time, there are 26. ‘Two member lines 
have served notice of resignation which will become effective some 
time during the present month. 

Mr. Stneman. What lines are those? 

Mr. McArr. One is de Vries Pazifik Linie, which has not had a 
sailing in well over a year, probably nearly two. The other is the 
Western Canada Steamship Co., which has had its fleet reduced now 
to two ships, it hasn’t got the tools of trade, and it has decided to drop 
out, for no other reason. 

Mr. Stneman. They do not plan, then, to serve Europe from the 
west coast ? 

Mr. McArt. That is correct, as far as I know. 

Mr. Srneman. Is it a fact that there is only one U.S.-flag steamship 
line that is a member of your conference ? 

Mr. McArr. That is right. 

Mr. Srneman. And that is States Marine Line? 

Mr. McArr. Yes. 

Mr. Srneman. So that in effect you really represent foreign steam- 
ship interests; isn’t that right? 

Mr. McArrt. I represent foreign steamship lines; yes, in the sense 
that they are the ones that are serving that particular trade. 

Mr. Stneman. Of the 26 lines, 25 of them are foreign-flag lines? 

Mr. McArt. That is correct; yes, sir. 

Mr. Stveman. Are you familiar with the Association of European 
Conference Lines ? 

Mr. McArt. No; I don’t know of an organization of that character. 

Mr. Stneman. Are you familiar with an association of European- 
flag lines that was formed for the purpose of watching developments 
in the investigations of this committee and of the House Merchant 
Marine Committee? 

Mr. McArr. Yes, I am familiar with that. I believe its title is 
Association of—Committee of European Shipowners, Mr. James tells 
me. Iam familiar with it in a general way, Mr. Singman. 

Mr. Stneman. Have you ever attended any of its meetings? 

Mr. McArt. I believe I attended one short meeting in Amsterdam 
a couple of years ago. 

Mr. Stneman. What member lines of your conference are members 
of that association or committee? 

Mr. McArr. Well, I don’t think I can answer that, Mr. Singman. 
I have not got in my possession a roster of the membership. 

know in a general way that many of my lines are, but I would 
hesitate to give them to you. I am not really in a position to do so. 

Mr. Stneman. Could you explain what your connection is with that 
committee ? 
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Mr. McArr. I have no particular connection with the committee at 
all. I was invited to sit in because I happened to be in Amsterdam at 
the time the meeting was called, and being a representative of the 
Pacific Coast European Conference, the courtesy was extended to me 
to sit in. 

Mr. Stneman. I see. Was the courtesy extended because most of 
your member lines are members of that committee ? 

Mr. McArr. It could have been. I didn’t inquire as to why they 
did extend the courtesy to me. 

We were having a meeting there, Mr. Singman, and it was conveni- 
ent for them to have their meeting. I was there, and as I say, they 
did extend the courtesy to me to sit in with them. 

Mr. Stneman. Could you submit for our record a list of the mem- 
ber lines of your conference that are members of that committee ? 

Mr. McArr. Yes, sir. 

(Subsequently, the following was received :) 


PactFiIc COAST EUROPEAN CONFERENCE, 
San Francisco, Calif., April 11, 1961. 
Mr. JULIAN H. SINGMAN, 


Associate Chief Counsel, Antitrust Subcommitte of the Committee on the Judici- 
ary, House of Representatives, Washington, D.C. 


DEAR Mr. SINGMAN: The following is submitted in response to your question 
recorded on page 3586 of the transcript of the hearings on “Antitrust Problems 
in the Ocean Freight Industry” as to the members of the Pacific Coast European 
Conference that are also members of the “Committee of European Shipowners 
(Continent and Scandinavia)”: 

Compagnie Generale Transatlantique (French Line). 

Hamburg Amerika Linie (Hamburg-American Line). 

N.V. Nederlandsch-Amerikaansche Stoomvaart Maatschappij (Holland-America 
Line). 

Norddeutscher Lloyd (North German Lloyd). 

Fred. Olsen & Co. (Fred. Olsen Line). 

Rederiaktiebolaget Nordstjernan (Johnson Line). 

Westfal-Larsen & Co. A/S (Interocean Line). 

The foregoing information was secured from a membership list of the com- 
mittee dated March 27, 1961. 

Yours very truly, 


J. F. McArt, Chairman. 


Mr. Stneman. Could you tell this committee what activities that 
committee has engaged in ? 

Mr. McArrt. I don’t believe I am too familiar with that, Mr. Sing- 
man, to give you any authoritative answer to your question. 

Mr. Stneman. Can you explain how the interests of that com- 
mittee differ from the interests of the American Steamship Committee 
on Conference Studies? 

Mr. McArr. I would assume their interests are the same, Mr. Sing- 
man. The committee, American Steamship Committee on Conference 
Studies, is composed of American-flag lines, and the impact of the 
legislation which is in the Bonner committee will fall upon them. 
It will fall equally upon any foreign line that is engaged in the com- 
merce of the United States. So, therefore, I would say that the 
European committee’s interest is exactly the same from that stand- 
point as from the standpoint of the American-flag lines. 

Mr. Stveman. Would you say, Mr. McArt, that the foreign-flag 
composition of your conference creates any unusual difficulties with 
respect to U.S. law or the operations of U.S. carriers? 

Mr. McArr. Absolutely none. 
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Mr. Sineman. I would like to call your attention to a document 
from your files dated November 10, 1947, which purports to be a 
copy of a docket for a special meeting, Special Meeting No. 228 of 
the Pacific Coast European Conference to be held in San Fran- 
cisco on November 18, 1947, docket item No. 3 is entitled “Non- 
Observance of Conference Agreement by States Marine Corp.” 
Now, as you have indicated, States Marine Corp. is the only U.S.- 
flag member of your conference; isn’t that piece? 

Mr. McArr. Yes, sir; I am not sure that that was true at the time 
that. meeting was held. 

Mr. Stneman. Could you explain what other U.S.-flag lines were 
members at that, time ? 

Mr. McArr. I believe—and I am speaking now from memory—I 
believe Isthmian Line was a member. 

I also believe American Pacific Line was a member. I think there 
were three at that time. 

Mr. Stneman. Was Isthmian Line, then, closely associated with 
States Marine Lines? 

Mr. McArr. Not that I know of. 

Mr. Stneman. I would like to read, with the chairman’s permis- 
sion, a paragraph from that docket, item No. 3. 

It reads as follows—this is, as I say, a docket for this special 
meeting : 

There is attached for your information copy of a telegram from this office, 
dated October 24, 1947, to States Marine Corp., New York, together with copy 
of its teletype reply dated October 27, 1947. It will be noted from this corre- 
spondence that States Marine Corp., without previous advice to or sanction of 
this conference, negotiated and closed a contract of affreightment with the U.S. 
War Department for traffic from Pacific coast ports to the Mediterranean at 
rates and conditions not provided for in the conference tariff, such action being 


prima facie violative of article 3 of the conference agreement, which reads as 
follows— 


and I won’t bother to read it, 
Your telegram to Mr. Mercer, president. of States Marine Corp., 
which was included, reads as follows: 


Understand your company has concluded space charter or other similar 
arrangement with War Department covering cargoes this coast to Mediterranean 
which arrangement apparently reflects revenue return to owner less than would 
be obtainable under conference berth rates. Appreciate your confirming or 
correcting this understanding, and if the former, furnish full details of contract 
arrangement. 


There is also attached a copy of a teletype message in reply from 
Mr. J. O. Senner, vice president, States Marine Corp., which is rather 
lengthy, and I would like to read only the last part of it. 


As you know U.S. Army will not contract with conferences but insist dealing 
directly with individual lines operating American-flag vessels and for your 
information Atlantic and Gulf/European Conferences provide exemption clause 
as follows: “Participating carriers have conference authority to deviate from 
rates, rules, and regulations published herein on all shipments for account of 
the U.S. Army, such shipments being excluded from the provisions of this 
tariff.” You will appreciate general feeling here regular American berth opera- 
tors should be permitted to participate in Army movements of general cargo 
character that otherwise would be accumulated at Army terminals for loading 
to Army vessels chartered on per diem basis. In negotiating for these contracts 
our procedure was the same as for Atlantic and Gulf and we did not realize 
there would be any conflict with Pacific Coast/European Conference as Army 
will do no business with any conference and if you feel circumstances warrant 
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it we are willing to cancel the Mediterranean Army contract although we feel 


must any event meet our Boulder Victory commitment to Army Engineers at 
their stipulated conditions for which ask your special approval. 

(The documents referred to appear at pp. 507-512.) 

Can you tell the subcommittee what action, if any, your conference 
took on this matter ¢ 

Mr. McArt. Yes, sir. We held a meeting pursuant to that docket 
item which you have just read, and we listened to the views of the 
States Marine Lines as to the reasons why they proceeded on their own 
and negotiated the agreement with the Army. 

It should be borne in mind, Mr. Singman, that States Marine Lines 
had signed the conference agreement. And in that agreement they 
agreed to this particular clause, if I may read it to you: 

No party hereto shall engage, directly or indirectly, in the aforementioned 
transportation under terms, conditions and/or rates different from those agreed 
upon by and between the members hereto, but nothing in this clause, or clause 
1, will preclude the members from fixing any of their vessels for full cargoes of 
grain and/or lumber at the equivalent of current open market charter rates, 
provided that nothing contained herein shall relieve the members from com- 
pliance with the provisions of the U.S. Shipping Act of 1916, as amended. 

I can assure you that so far as the conference was concerned, it was 
not the desire of the conference to tel! States Marine Lines or any other 
American-flag line they could not carry the cargo of the Department 
of the Army, I believe it was. What the members were concerned 
with, sir, was the fact that that line independently, without consulting 
the conference, went ahead and made a charter directly contrary to 
article 2 of this agreement, which I have just read—article 3, which is 
also referred to, is a part of the same thing which covers the agree- 
ment of the lines to the effect that, all freight and other charges for 
or in connection with such transportation shall be charged and col- 
lected by the parties hereto based on actual gross weight or measure- 
ment of the cargo or per package according to the tariff, and strictly 
in accordance with the rates, charges, classification, rules, and regulag 
tions adopted by the parties. 

Mr. Stneman. Can you tell the committee why it is that Atlantic 
the Gulf conference agreements have exceptions for Army contracts, 
whereas the Pacific Coast European agreement does not ? 

Mr. McArr. No, Mr. Singman. I didn’t inquire into that at all. 
We were proceeding strictly under our agreement. 

Mr. Stneman. When this issue arose in 1947, wasn’t it considered 
advisable to have an exception in the agreement as it existed for the 
Atlantic and Gulf agreements? 

Mr. McArr. No, sir; I can’t conceive of any particular reason why 
because someone else had done it that we would have to do the same 
thing. 

Mr. Stneman. Why is it necessary for American carriers that are 
contracting with the U.S. Government to secure the advance ap- 
proval of foreign-flag steamship lines before entering into such a 
contract ? 

Mr. McArr. As I mentioned to you, Mr. Singman, they agreed that 
all of their rates and charges would be subject to agreement. There 
was no disposition, as I told you, on the part of the conference to say 
to States Marine Lines that they could not carry the cargo’ of the 
U.S. Government. We were carrying many cargoes, Mr. Singman, 
that originated with the U.S. Government. 
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And the conference set the rates on these cargoes. It was not the 
fault of the conference, there were only three American-flag lines in 
the conference. I may say to you that so far as that particular trade 
is concerned, apparently it is not too attractive to American lines. 
The proof of that is that we have only got one. 

I may say to you that right after the war the United Fruit Co. had 
a plan where they were going to build American-flag vessels and oper- 
ate them under the American flag. They were granted admission to 
the conference, but they never signed the agreement, for the simple 
reason, No. 1, they found that their cost of building those ships was 
far greater than they ever anticipated them to be; and, secondly, 
they did not see how they could ever get the return out of the capital 
investment that would be necessary in order to operate the ships in 
that trade. 

Mr. Stneman. Let me ask you this, Mr. McArt. Isn’t it a fact 
that MSTS contracts are available only to U.S.-flag vessels ? 

Mr. McArr. Yes, that is true. But the foreign-flag lines carry 
those cargoes, Mr. Singman, when there is no American-flag service 
available. But the contracts, you are quite right, are with, as I under- 
stand it, the American-flag lines. There is an arrangement whereby 
MSTS, or whatever the contracting agency is in the Government, will 
use the foreign-flag ships. 

Mr. Streman. The situation today is the same as it was then; isn’t 
that correct ? 

Mr. McArrt. Yes, sir. 

Mr. Stneman. Isn’t it an impossible situation where the American 
carrier, which is the only American carrier in the conference, and 
the only carrier that could possibly carry out this contract, must 
nevertheless secure the approval of 25 foreign-flag lines before he can 
enter into a contract with the U.S. Government? 

Mr. McArrt. No, I don’t think it is preposterous at all, Mr. Sing- 
man. In the first place, the conference is not the one who set the re- 
quirement or set the rule of thumb or whatever it may be that MSTS 
or the Army will not contract with anyone but American-flag lines. 

Certainly I can say to you that the members of the conference 
would be perfectly srrdeable to do so. But that barrier has been set 
up, not by the conference, but by the American Government agency. 

Mr. Stneman. Given that barrier, why should the foreign-flag lines 
be in a position to veto a contract with the U.S. Government ? 

Mr. McArrt. I don’t see how the conference is going to veto it. 

Mr. Stneman. If the conference refuses to permit the contract un- 
der your conference agreement, the States Marine Corp. can’t execute 
it, can it ? 

Mr. McArt. No, I wouldn’t say that. Now, we did not say to 
States Marine, you could not have the contract with the Army, by no 
means, 

Mr. Stneman. But you said you had to get our approval first. 

Mr. McArr. That is correct, because—Mr. Singman, I go back to 
what I said before, it was a voluntary agreement on the part of States 
Marine Lines to sign the articles that I just read to you. 

Mr. Srneman. Let’s see how voluntary it was, Mr. McArt. 

States Marine Line wants to serve the trade from the west coast of 
the United States to European ports. They are faced with a con- 








490 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


ference which is made up of about two dozen foreign-flag lines, and a 
couple of American. And that conference has such a tight hold on 
the trade that there is no nonconference competition. It means that 
if that carrier is going to operate at all it must. join the conference, 
and it joins the conference under terms and conditions which have 
been set by foreign-flag lines, aren’t those the facts ? 

Mr. McArrt. No, not quite the facts, Mr. Singman. 

No. 1, there weren’t 24 foreign lines in the conference at that time. 
Remember, I said to you, there were two other American lines. 

And, secondly—— 

Mr. Stneman. Let’s just say there was a majority, there certainly 
was a majority. 

Mr. McArt. Yes, that is correct. 

Mr. Stneman. An overwhelming majority. 

Mr. McArr. Yes, a very substantial majority. 

So far as States Marine coming into the conference, I can assure 
you, they didn’t come into the conference because of the MSTS con- 
tract. They chose to voluntarily enter into the contract. They didn’t 
have to. They sought permission to come into the conference, and it 
was granted to them willingly. 

Mr. Stneman. If they were going to serve that trade, they had to 
join the conference, didn’t they ¢ 

Mr. McArrt. Isbrandtsen was in it for many, many years, and he 
never joined our conference, but he still managed somehow to stay in 
the European trade. 

Mr. Srneman. Let’s assume for whatever reason States Marine 
wanted to join the conference and wanted to be “one of the boys,” so to 
speak, they would have to do so on your terms, isn’ that right? 

Mr. McArrt. Well, the terms which they themselves, once the 
became a member of the conference—they had equal rights with all 
the others to set the terms. 

Mr. Stneman. But 1 vote out of 26? 

Mr. McArr. Everybody had one vote, there was only one vote to 
each one of them, for each one them, rather. And there was no ques- 
tion—this is what I would like to impress upon you, it was not because 
the conference had any desire whatsoever—believe me, no conference 
wants to have cargo shut out from the vessels of the carriers that are 
operating in the trade. 

What we wanted to have was a strict control, we didn’t want this 
to be the opening wedge to say, well, we can do this on canned goods, 
maybe—I beg your pardon, on Army cargo—we can do it on canned 
goods, we can do it on cotton. 

Mr. Stneman. Can you explain what policy consideration there can 
be for the U.S. Government to grant an antitrust exemption to an 
organization which holds a veto power held by foreign-flag lines 
over U.S. Army contracts? 

Mr. McArr. I can’t quite see it, Mr. Singman. 

The Cuamman. Wouldn’t these lines, in concert with a substantial 
majority of the vote, not residing in American-flag carriers, wouldn't 
you have the right of veto? 

Mr. McArrt. I don’t understand what you mean by veto, Mr. Celler. 

The Cuairman. You could object, because your correspondence 
said—read that again. 
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Mr. Stneman. I would like to read to you from this, Mr. McArt. 
It is a letter to States Marine Lines dated June 20, 1958. And it is 
on page 2642 of part 1 of our record : 

That with respect to any contract proposed by the Department of the Army 


under consideration by any member line covering any area other than the areas 
just above named— 


and those are outside our present consideration— 


the same shall first be submitted to and approved by the conference before same 
may be executed by any member line, and further, that any proposed changes 
in the terms, conditions, or rates of any such contracts theretofore approved by 
this conference, or of any renewals thereof, must be submitted to and approved 
by the conference before same may be executed by any member line. 

The CHarrMan. Doesn’t that mean a veto if you want it by a ma- 
jority of the members of the conference? 

Mr. McArr. Not necessarily, no, sir. 

The CuatrmMan. What does it mean ? 

Mr. McArt. By no means, Mr. Celler, does the conference ever say 
to any sovereign government, our own or any foreign government—— 

The CHatrMan. Doesn’t the power reside in that to veto, to 
by resolution something in the nature which says no to the U.S. 
devetaniant 

Mr. McArrt. It simply means, Mr. Celler, that by that resolution 
all the lines are carrying out exactly what they agreed to do when 
they signed the agreement. 

he CHarrMan. They agreed to abide by the resolution which 
would negate the rights of the U.S. Government to do certain things 
with one member line ? 

Mr. McArt. And that is the very thing they agreed not to do, Mr. 
Celler, when they signed the agreement. 

The Cuatrman. What does this all mean we have just read ¢ 

Mr. McArr. They agreed, Mr. Celler, not to take independent ac- 
tion when they signed this agreement. It means simply nothing more 
than that. 

The CHatRMAN (reading) : 

That with respect to any contract proposed by the Department of the Army 
* * * the same shall first be submitted to and approved by the conference * * *. 

That is as clear as the nose on your face, it is clear as a pikestaff, 
that before anything can be done under that language, the nature of 
a contract proposed by the Army, it must be with the approval of 
the conference, that means with all the members of the conference act- 
ing in concert by vote. And if the majority of the vote is against 
the contract, then the U.S..Army would not be able to consummate 
that contract. 

Mr. McArr. It isn’t quite that bad, Mr. Celler. We carry the 
cargoes of other sovereign governments, the sovereign governments 
of all of the nations whose flags our vessels fly. 

The Cuarrman. That answer is not responsive to this. 

Mr. McArr. I don’t know how I can answer you, Mr. Celler, other 
than to say that all of the members agreed that by joint action they 
would establish rates and conditions of carriage, irrespective of 
whether the cargo was offered by a government or not. 

The Cuamman. These rules are still in effect, and I think you had 
better look into them. 
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And I am going to suggest that the Department of Defense—and 
ask counsel to communicate with the Department of Defense, and 
also with the Maritime Board and the Department of Justice, to 
examine these conditions. 

It seems rather anomalous that our Government, which on the one 
hand grants immunity on the other hand shall suffer such situations, 
It does not seem fair. 

Mr. Srneman. Isn't it possible, Mr. McArt, that MSTS me pre- 
fer to enter into private charter arrangements so that all of the 
terms of its contracts might not necessarily be made public to every 
member of the Pacific Coast European Conference ? 

Mr. McArr. They could, of course, do that. But I say to you, 
Mr. Singman 

Mr. Stneman. But how could they if the other party would have 
to submit it to the conference for approval ¢ 

Mr. McArr. He would get that approval, Mr. Singman, like that 
[snapping fingers]. 

Mr. Srtneman. He might get the approval, but he would have to 
make public, or at least make known to the foreign-flag lines what 
the so-called secret. arrangements of their charter are. 

Mr. McArr. I am not so sure that they would have to make known 
those secret arrangements any more than we make known the secret 
arrangements under the arrangement we have with other govern- 
ments for the carriage of NATO cargo and so on. We have those, 
too, with other governments. So this conference is acutely aware of 
the fact that we must keep those things in a manner which will not 
_ it out to those who are enemies of the United States or our friendly 
allies. 

Mr. Stneman. We are not inquiring into the policy considerations 
of other governments, what we are considering is an antitrust exemp- 
tion granted to your conference by the U.S. Government. 

Mr. McArr. But I must be concerned with those other governments, 
Mr. Singman. Let me explain to you why. These foreign lines that 
you have mentioned this morning, their governments have exactly 
the same right to impose conditions upon the carriage of cargoes that 
the U.S. Government has when it comes to their own military cargoes, 
and so on. 

Mr. Stneman. There is certainly a great deal more American mili- 
tary cargo leaving U.S. west coast ports than there are Swiss cargoes 
or German cargoes or French cargoes. 

Mr. McArr. I will concede that point.. But we are not talking 
about volume, we are talking about a principle. 

Mr. Srneman. Let me ask you this. Asa matter of principle, then, 
suppose MSTS wants to ship some secret defense equipment to the 
French Government without having north African governments learn 
about it, and suppose it makes such an arrangement with States Marine 
Corp., under your conference agreement States Marine Corp. cannot 
respect the secrecy of the contract and conform with your conference 
agreement at the same time, isn’t that correct ? 

Mr. McArr. Not necessarily. We would not ask for and would not 
receive all of the details, perhaps, of that particular arrangement. 

May I say to you that we deal with the Atomic Energy Commis- 
sion, and so on and so forth. And I think the conference members 
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are astute enough to keep the details of those things, and so, too, is the 
Commission, so that they will not get into the hands of the enemies 
of ourselves and of our allied nations in Europe. 

Mr. Stneman. We are not talking about enemies, we are just talk- 
ing about conflicting differences between our friends. You don’t have 
a provision in either article II or article III that exempts secret car- 
goes or secret. contracts, do you? 

Mr. McArrt. I beg your pardon, I don’t believe I got the first part 
of your question. 

Mr. Stneman. I asked you whether there is in either article IT or 
article III of your conference agreement an exemption for secret 
contracts ¢ 

Mr. McArr. No; there isn’t 

Mr. Stneman. There isn’t ? 

Mr. McArrt. No. 

Mr. Stneman. So secret contracts, classified contracts would have 
to be submitted to these foreign-flag lines, too, wouldn’t they ? 

Mr. McArt. We haven’t, so far as I know, in the 14 years I have 
been with the conference, we haven’t had a situation where we have 
these secret superconfidential contracts, and so on, not so far as I know. 

I mean, after all we are dealing—we are sort of tilting at wind- 
mills—I never heard of these situations, Mr. Singman. I have been 
with the conference 14 years and I admit that times have changed in 
those 14 years. And when I make a compilation of cargo which is 
transported by the member lines of the conference, I can assure you 
I do not put down it was this, that or something else when it comes to 
NATO cargo, which is, after all, what we are talking about to a large 
extent. 

Mr. Stneman. Can you explain to the committee what policy con- 
siderations there are that require foreign-flag lines, 25 of them, to 
insist that they be given knowledge and the right to approve or dis- 
approve contracts by the only American-flag carrier member with 
the U.S. Government ? 

Mr. McArt. Because every one of the carriers, by their agreement, 
isengaged in the fixing of rates on those cargoes. 

Mr. StnemMan. We understand that, Mr. MeArt. 

Mr. McArt. That is the reason, Mr. Singman. 

Mr. Stneman. What policy consideration—let me put it this way, 
then. What policy consideration is there that requires the Pacific 
Coast European Conference to refuse to put into its agreement the 
same kind of limited exemption that exists in other conference agree- 
eee War Department or Army Department or Defense con- 
tracts 

Mr. McArt. Because my conference, Mr. Singman, has not felt that 
the circumstances on the Pacific coast in the trade to Europe made it 
necessary or desirable to have such an exemption in the agreement. 
If in fact over the period of time—and I do not think that time has 
arrived—that it would be advisable to do so, perhaps the conference 
would agree to do it. But up to now, they certainly haven’t seen fit to 
do it. In other words, the action they have taken with respect to this 
type of American Government cargo—which is the same as Com- 
modity Credit Corporation, for that matter, it is U.S. Government 
ete agreement covers all cargo without exception. There is 
nothing new, there is nothing that is startling in having a conference 
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fix the rates of freight for Government cargoes. And the exemption 
was made—I cannot tell you why, you will have to ask the other con- 
ferences as to why they dia it. I know this, that on the Pacific coast 
inquiry was made of me at the time when we had this unpleasant 
situation with States Marine Lines and other conferences began to 
wonder whether or not it was the proper thing for them to do. 

As it turned out, so far as I know, it became necessary for the 
American-flag lines, there being two or more in some of these confer- 
ences, to have their own agreement to make the rates of freight on 
Government cargoes. We chose not to do that. We chose to live 
strictly by the agreement which had been filed with and approved by 
the Board. 

Mr. Stneman. The other conferences didn’t change their rule, 
though, did they ? 

Mr. McArr. The other conferences were the ones, I suppose, Mr. 
Singman, that had the rule in there that everybody was free to make 
whatever rule they chose. And then those American-flag lines, in 
order that there would be uniformity of treatment as between all of 
them in dealing with the Government, they set up their own little 
government conferences. We saw no necessity to do that. We could 
foresee no reason why the rates of freight that in effect—and let’s 
face facts—were being set by the U.S. Government would not be 
accepted by my conference. 

The Cuarrman. Mr. McArt, it strikes me from this discussion we 
have the following: MSTS contracts must be given preference as to 
carriage in favor of the U.S.-flag carriers. That is the statute, as I 
understand it. 

Mr. McArrt. It is what, sir? 


The Cuarrman. The statute provides that preference must be given 
to the carriage of material under MSTS by American-flag carriers, 
that is the law. 

Mr. McArr. It may be, I don’t know it, Mr. Celler. 

The CrarrmMan. That is the statute. That being the case, this con- 
ference of which you are chairman provides— 


that with respect to any contract proposed by the Department of the Army 
under consideration by any member line covering any carrier other than the 
area just named, the same shall first be submitted to and approved by the con- 
ference before same may be executed by any member line. 

Apparently the conference has the power of negation or veto over 
that preference established by law. And it strikes me that unless that 
right of negation by veto of the majority of the conference is removed, 
it is incumbent upon the Federal Maritime Board to withdraw this 
conference agreement. And I am going to ask counsel to communi- 
cate with the Federal Maritime Board and the Department of Defense 
concerning same. 

Mr. McArr. I beg your pardon, sir. I didn’t get your last state- 
ment. 

The Cuatrman. I am going to ask counsel to communicate with 
the Department of Defense and with the Federal Maritime Board 
concerning this very, very important matter, which certainly seems 
to me to be detrimental to the foreign commerce of the United States 
and to the interest of our defense, to see whether or not some con- 
siderable action can be taken. 
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It may be that the entire conference agreement may have to be 
withdrawn because of that. 

to ahead, Mr. Singman. 

Mr. Stneman. Mr. McArt, in addition to being chairman of the 
Pacific Coast European Conference, are you chairman of any other 
conference ¢ 

Mr. McArrt. In the U.S. trade? 

Mr. Stneman. In any trade. 

Mr. McArt. Yes, sir. 

Mr. Sineman. What other conferences ? 

Mr. McArr. I am chairman of the conference which operates from 
Ensenada, Mexico, to Europe. 

Mr. Sineman. Isn’t it a fact that the Ensenada/Europe Conference 
has its headquarters in your offices in San Francisco ? 

Mr. McArr. Yes, sir. 

Mr. Stneman. And isn’t it also true that the membership of the 
Ensenada/Europe Conference is virtually identical with the Pacific 
Coast European Conference ? 

Mr. McArr. I believe all the members of the Ensenada Conference 
are also members of the Pacific Coast European Conference. 

Mr. Sineman. And your answer would be yes. Do you know off- 
hand what differences there are? In other words, I believe there is 
at least one member of the Ensenada/Europe Conference that is not a 
member of the Pacific Coast European Conference. Isn’t NYK a 
member of the Ensenada/Europe Conference? 

Mr. McArr. I stand corrected on that. They resigned from the 
Pacific Coast European Conference and they remained in the Ense- 
nada; you are correct. 

Mr. Stroman. Is that the only difference? 

me McArrt. I think so. It is not something I keep abreast of too 
much. 

Mr. Stneman. At the time the Ensenada/Europe Conference was 
formed, didn’t the member lines also consider the inclusion of that 
trade under the Pacific Coast European Conference ? 

Mr. McArr. Oh, yes; that was one of the things we considered. 

Mr. Stneman. Why was there not 

Mr. McArr. It was decided that it would be in the best interests 
of the lines serving the trade to have a separate agreement, separate 
and apart from the Pacific Coast European. 

Mr. Stneman. Is that the only reason ? 

Mr. McArrt. Well, that was the principal reason, I think. I can’t 
tell you altogether what prompted people to vote one way or the other. 

As a matter of expedience, I think it would have been preferable 
had we just said, “Well, the rates from Ensenada can be taken care 
of at the same time we have meetings of the Pacific Coast European,” 
and so on. 

Mr. Stneman. Isn’t it a fact that at least in your conference, what- 
ever the practice may be in other conferences, at least in your con- 
ference you make recommendations to your members which they very 
frequently follow ; isn’t. that correct? 

Mr. McArrt. I think that may be. I don’t make too many recom- 
mendations, Mr. Singman. The membership of my conference is 
composed of very able men—true, I do make recommendations, but 
certainly the members themselves are the ones—according to their 
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agreement—the ones that really bring the recommendations to the 
conference. 

Mr. Stneman. Isn’t it a fact that in the Ensenada/Europe Confer- 
ence members employed a deferred rebate system ? 

Mr. McArr. No, sir. 

Mr. Stneman. Did they ever employ a deferred rebate system ? 

Mr. McArrt. No, sir. Je started it, but it never became effective. 
It was canceled before it ever became effective. 

Mr. Stncman. Why was it canceled ¢ 

Mr. McArr. It seemed apparent on the face of it that the deferred 
rebate system was not the answer to the problem we had down there 
south of the border. 

Mr. Stneman. That problem was Wallenius competition, was it? 

Mr. McArr. Partly. It was—the problem was to see to it, sir, 
that rates from Mexico did not get out of hand to the point where 
shippers of cotton from the United States were being placed in a very 
prejudicial position. And it was in order to protect the shippers 
from the United States, from where the greater amount of cotton 
moves, to see to it that the competition below the border was not 
going to undermine them in their sales to Europe. 

Mr. Stneman. Is Wallenius still operating in that trade ? 

Mr. McArr. No; Wallenius gave it up a long time ago, Mr. Sing- 
man. He soon found that his rates of freight on cotton and the con- 
ditions he had to meet in loading that cotton down there, getting his 
ships back to Europe—it was a losing proposition, I presume, to 
Wallenius, because he quit it very promptly after he got in there. 

Mr. Srneman. Did the members of the Ensenada/Europe Con- 
ference lose interest in the deferred rebate system about the same time 
that Wallenius lost his interest in operating ? 

Mr. McArr. Mr. Singman, I can assure you, Wallenius had abso- 
lutely nothing to do with the decision to abandon the deferred rebate 
system. We have instead a rebate system, but not a deferred rebate 
system. 

Mr. Stncman. What do you mean by a “rebate system” ? 

Mr. McArr. Those shippers who certify to me at the end of every 
6 months that they have confined all of their shipments to the con- 
ference lines, and without exception, no matter how they sell it or 
anything else, at the end of that period they submit a statement to 
me which shows the rate of freight on the shipments which went 
forward, and they are returned a percentage of the freight which 
they did pay. . 

Mr. Stneman. And when are they paid that ? 

Mr. McArr. When? 

Mr. Stneman. Yes. 

Mr. McArr. At the end of each 6-month period, as promptly as we - 
can process them and get them out. 

Mr. Srneman. Is the payment at all contingent upon their con- 
tinued faithfulness to the conference ? 

Mr. McArr. No, sir. 

a Srneman. Between the end of the period and the time it is 
paid ? 

Mr. McArrt. No, sir—that is the sharp distinction between the de- 
ferred rebate system and a simple rebate system—not at all. As soon 
as one period is over, Mr. Singman, a shipper is free to use any vessel 
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he wants thereafter, no penalty, other than, of course, that he will 

not get his rebate if he made outside shipments at that particular 
riod. 

Me. Sineman. At the time the Ensenada/Europe Conference was 

formed, I think you indicated that a deferred rebate was considered 

and it was intended to use that, isn’t that correct ? 

Mr. McArr. That is correct, yes. 

Mr. Stneman. Did that fact have anything to do with the decision 
of the member lines to form a separate agreement ? 

Mr. McArr. No. I think we have got the cart before the horse. 
The system of rebating was not put into effect until after the confer- 
ence was formed. 

Mr. Stneman. Yes, but was it part of the thinking of the member 
lines that they would want to have a deferred rebate system and 
therefore would have to have a separate agreement ? 

Mr. McArr. No; I don’t think so—on the other hand, ibly, 
because out of that area, other parts of Mexico and Central America, 
the deferred rebate system was in effect. So, therefore, I presume, 
in the minds of some of the members they might have been thinking 
of that rebate system, it is a tie to the shippers. And it is not, of 
course, beyond the realm of the possible that they were thinking 
of it. 

Mr. Stneman. Certainly a deferred rebate system could not have 
been employed if the Ensenada-Europe trade had been part of the 
Pacific Coast Conference agreement; would it? 

Mr. McArr. I wouldn’t go so far as to say that, because even 
though it was part of the Pacific Coast-European Conference it 
would not be a part which is subject to the Federal Maritime Board 
in any respect. 

Mr. Srneman. Is it your view that the Pacific Coast-European 
Conference could amend its agreement to include a deferred rebate 
system in the foreign trade? 

Mr. McArr. Well, we wouldn’t—when we say put the Ensenada 
Conference into the Pacific Coast-European Conference—I may say 
to you here and now it was not my pu e to put it into, physically 
into, the writing of the Pacific Padet diemcinanen Conference; no, sir; 
it was not, 

Mr. Stneman. Isn’t it a fact that most of the lines operating from 
Ensenada to Europe stop at Ensenada en route from U.S. Pacific 
coast ports to European ports ? 

Mr. McArrt. No; I don't think so; very few of them, Mr. Sing- 
man. 

Mr. Stneman. Do they have separate sailings from the Pacific 
coast to Europe and from Ensenada to Europe? 

Mr. McArr. No; it would be on the type of voyage you described. 
I merely disagreed with you on the number, the number of sailings 
from Ensenada as compared with the sailings from the Pacific coast 
of the United States. There are relatively few from Ensenada. 

Mr. Stneman. Let me put it this way: Are most of the sailings 
from Ensenada sailings by vessels that have originated on the west 
coast of the United States? 

Mr. McArt. Oh, I think so; I think that is probably a fair state- 
ment. 
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“~ Stneman. Then doesn’t it follow that regulation of freight 
traffic 

Mr. McArr. Pardon me. You mean originate, you mean that they 
have loaded on the Pacific coast ? 

Mr. Stneman. Yes. And doesn’t it follow that regulation of freight 
traffic from Ensenada to Europe can have a vital effect on the foreign 
commerce of the United States ? 

Mr. McArr. I don’t know what you mean by that vital effect. I 
might go back again, Mr. Singman, and tell you what it was that 

rompted my conference to take the action it did in forming the 
insenada Conference, which was to control the activities of outside 
limes and others in the carriage of cotton from Ensenada to Europe, 
so that shippers of cotton from the United States would not be 
prejudiced by the cutrate activities and other practices that were 
going on in Ensenada. 

That was paramount in the minds of the Pacific Coast-European 
Conference members to establish the conference, to protect the ship- 
pers of cotton from the United States. 

Mr. Stneman. To your knowledge, has any American-grown cot- 
ton passed through the port of Ensenada ? 

Mr. McArr. Pardon me, sir? 

Mr. Stneman. To your knowledge, has any American-grown cotton 
passed through the ports of Ensenada ? 

Mr. McArr. Not one single bale, so far as I have ever been able to 
discover, Mr. Singman; not a single one. I am supported in that 
statement by the chairman of the Western Cotton Shippers Associa- 
tion, Mr. Harvey. We know of none. 

Mr. Srneman. Has Mexicali cotton that would have proceeded to 
Europe through the Port of Los Angeles and San Diego before the 
development of the Port of Ensenada now been diverted to that port? 

Mr. McArr. Well, I presume it has been. After all, it was a deci- 
sion of the sovereign government of Mexico to build up one of its 
ports called Ensenada. And I have been informed by reliable sources 
that in building up that port they wanted to do exactly the same thing 
we do here in the United States, build up the means, the gateway for 
Mexican cargoes to move through Mexican ports. 

So, therefore, I presume that cargo that is coming down—grown in 
the Delta or in the Mexicali area—is being trucked over the road into 
Ensenada and, therefore, since there was no other outlets, no other— 
I don’t recall or have any knowledge of any rails or anything else that 
would take that Mexicali cotton, which is in the Delta of the Colorado 
River—to permit it to move from any other port except Ensenada, 
and say, San Diego and Los Angeles. 

Mr. Stneman. The Ensenada European Conference was formed in 
the summer of 1958; wasn’t it? 

Mr. McArr. I will accept that I mean the time passes so quickly I 
will assume it was. 

Mr. Srneman. And that conference agreement was not filed with 
the Federal Maritime Board? 

Mr. McArr. Indeed not; it is not an agreement which is within 
the purview of the jurisdiction of the Federal Maritime Board. 

r. Srneman. There is at. least some difference of opinion on that! 

Mr. McArr. I understand so. I wanted to be sure, however, that 
the record shows what my opinion is. 
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Mr. Sineman. Before that agreement was entered, isn’t it true that 
the members of the Pacific Coast-European Conference entered into a 
gentlemen’s agreement that they would employ the same rates, terms 
and conditions on cargo loaded at Ensenada as those employed in the 
Pacific Coast European Conference? 

Mr. McArr. Now you are getting into a field, Mr. Singman, that 
for the first time has cropped up, and that is a gentlemen’s agreement 
in my trade. And if there is such a gentlemen’s agreeemnt I don’t 
know of it. I must confess I have been reading in your hearings a 
lot about gentlemen’s agreements, but I do not personally know of any 
gentlemen’s agreements to do this, that or something else. 

Mr. Srneman. Let me call your attention to a copy of a letter from 
your files dated June 26, 1958. And it purports to be a copy of a letter 
sent by you as chairman of the conference to the Marine Chartering 
Co., Inc., 310 Sansome Street, San Francisco. 

And the letter has to do with the De Vries Pazifik Linie, which I 
think you indicated has now resigned from the conference, and it has 
to do, as a matter of fact, with that line’s application for membership. 

And in the last paragraph—I would like to read that last para- 
graph to you—it is really the next to the last paragraph, on page 2. 

In addition to advices on the foregoing which are desired for members’ in- 
formation in connection with action on the application, I also desire to advise 
you that the members of this conference are presently applying conference 
rates, terms, and conditions to cargo loaded at Ensenada, Baja California, 
Mexico, a port outside the scope of the agreement of this conference. Negotia- 
tions are being conducted looking toward organization of a new conference 
covering cargo from Ensenada to Europe. If De Vries is admitted to the 
Pacific Coast-European Conference, it would be hoped that they would concur 
with the other lines in applying conference rates, terms, and conditions on any 
cargo they may load at Ensenada and become a member of the new conference 
should it be established. 

My question is, does that letter by you indicate that the mem- 
bers of the Pacific Coast-European Conference had agreed among 
themselves to follow that conference’s rates and terms and conditions 
with respect to cargo loading at Ensenada ? 

(The document referred to appears at p. 515.) 

Mr. McArr. I am not sosure that it did, 

Certainly it was a natural thing for the conference members— 
which conference members, Pacific Coast-European Conference—to 
apply to the traffic from south of the border the same rates. Certainly 
we wouldn’t ask them, and you wouldn’t want them to be carrying 
cargo out of a neighboring country at less than the rates we were 
charging American exporters, it was commonsense that they would 
do that. That was one of the reasons why they wanted to protect 
the American cotton shippers, get the rates up so that there would be 
no prejudice or preference being granted below the border. 

Mr. Stneman. Why not charge more? 

Mr. McArt. South of the border ? 

Mr. Stneman. Yes. 

Mr. McArr. Now you are getting into the economic question, Mr. 
Singman. You just can’t charge more south of the border. 

r. Sineman. Let me ask you this: At Ensenada loading was at one 
time largely by lighter, wasn’t it ? 
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Mr. McArr. It could be, it could have been. They have some piers 
down there now, very modern equipment, but very small. But an- 
other thing, too—— 

Mr. Stneman. And the cost would have been substantially more, 
wouldn’t it? 

Mr. McArr. Oh, no; quite the reverse, absolutely the reverse. Your 
labor situation from Ensenada, sir, is such that you can load a ton of 
cotton at Ensenada much cheaper than you can on this side. 

Mr. SincMan. Even with the lighters? 

Mr. McArr. Oh, sure. 

Mr. Stneman. But at any rate, the costs were different, were they 
not ¢ 

Mr. McArr. Yes, the costs of loading were in favor of Ensenada. 

Mr. Stneman. My question is, isn’t it clear from this letter that the 
members of your conference had agreed to use the same terms, the 
same conditions and the same rates on Ensenada loadings ? 

Mr. McArt. I am not too sure they did agree to do that, I think it 
was just something that 

Mr. Stncman. That just happened ¢ 

Mr. McArrt. Just happened, yes; if that is it, just like it happens 
that there are four gasoline stations, and it just happens that I pay 
to these four different stations the same price for gasoline. 

Mr. Srneman. And when you say the members of this confer- 
ence 

The Cuarrman. That prices of gasoline isn’t just the same because 
it just happens. 

Mr. McArt. No, I guess it isn’t, Mr. Celler, I think you are right. 

Mr. Stveman. When you said the members of this conference are 
presently applying conference rates, terms and conditions for cargo 
loaded in Ensenada, you meant to say that all two dozen or whatever 
number of members there were just happened accidentally to be 
charging the same rate? 

Mr. McArr. Not just happened, no; that is not quite right; in the 
first place, they all weren’t going there, Mr. Singman. 

The CHarrMan. You know that General Electric just happened to 
charge the same rate as Westinghouse, and Westinghouse just hap- 
pened to charge the same rate as some other electrical company, and 
they all found themselves in a rather difficult situation in Phila- 
delphia. 

hose things don’t just happen; I don’t agree, sir. 

Mr. Stneman. If there was an agreement, wouldn’t it have been in 
effect an amendment to your conference ? 

Mr. McArr. No, sir; not in my opinion, not at all. It dealt with 
cargo south of the border, Mr. Singman, over which the U.S. Gov- 
ernment has no control whatsoever; it is cargo from Mexico to foreign 
ports. 

Mr. Stneman. Weren't you using the machinery authorized by the 
Pacific Coast European Conference Agreement for the purpose of 
agreeing on rates to be charged in the Ensenada Europe traffic? 

Mr. McArt. If you use machinery—if by that you mean the office 
space and the typewriters and my own services and those of the con- 
ference, yes, but I assume on the basis of competent legal advice that 
we could have done the same thing without the Pacific Coast European 
Conference being physically within those same quarters. 
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Mr. Stneman. But you didn’t. You did it this way?! 

Mr. McArrt. Certainly we did it that way, it was the natural thing 
to do, there was no other way to do it. 

Mr. Stncman. Didn’t this raise in your mind some question of legal- 
ity under the antitrust laws? 

Mr. McArr. Not in the slightest, Mr. Singman, not at all; no, sir. 

Mr. Stneman. Did you consult with counsel on that question / 

Mr. McArrt. I did; yes, sir. 

The Cuarrman. You know, you made a statement before that I 
would like to dwell upon a moment. 

You said, I think, that the United States has no jurisdictional con- 
trol over goods leaving American ports for foreign ports. Of course, 
that is not quite accurate. If American goods are involved and Amer- 
ican commerce is affected, then if that cargo goes to foreign ports 
we—when I say “we” I mean the United States—would have some 
jurisdiction. 

Certainly the antitrust laws would apply if it affects American 
commerce. 

Mr. McArt. We are getting into a field that is a little bit over my 
head now, Mr. Celler. 

The Carman. I did not want to let the statement you made go 
unchallenged, that is all. . 

Mr. McArr. That is right, sir. I want to get on this record, 
if you will permit me to do so, and I am sure you will, what my own 
views are on it. 

I respect your views, sir. I think you had in mind cotton from 
Mexico. If what you say is true, then it would apply to cotton that 
is grown in Peru, or Brazil, or in Israel, or in Alexandra, and is 
consumed abroad. They all have this effect, you see. 

The CHatrMan. Is the foreign commerce of the United States 
affected ? 

Mr. McArr. The foreign commerce of the United States—— 

The CxHarrman. Is the foreign commerce of the United States 
affected ? 

Mr. McArr. In what way do you mean, Mr. Celler? 

The CuarrmMan. That is a question that would have to be deter- 
mined by the facts. 

Mr. McArr. Then I can’t answer—— 

The CHatrman. Each case would have to stand on its own, it is 
hard to make a generalization, it is very difficult. 

_ Mr. McArr, That is right. I would prefer to leave the question 
in such a fashion that it is a legal one which as a layman I don’t think 
I am competent to get into as to the antitrust features of it. 

The Cuarrman. That is a very fair answer, sir, and I think it is a 
proper way to approach this. 

I would instruct counsel to submit all data concerning this Ense- 
nada matter to the Federal Maritime Board and to the Department 
of Justice also. 

Go ahead, Mr. Singman. 

Mr. Sineman. Isn’t it a fact, Mr. AcArt, that there is a Canadian 
section of the Pacific Coast European Conference ? 

_Mr. McArr. No, not a Canadian section. We don’t have any sec- 
tions in the conference, Mr. Singman. 
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Mr. Stneman. Well, let me put it this way: Do you have a Canadian 
agreement among the members of the Pacific Coast European 
Conference ? 

Mr. McArr. Yes, we have a Canadian agreement which applies to 
Canada. 

Mr. Stneman. And are the parties to that Canadian agreement the 
same as the parties to the Pacific Coast European Conference ! 

Mr. McArr. Yes. That is one case, Mr. Singman, where they are 
exactly the same. 

Mr. Stneman. And can a member line join the Pacific Coast Con- 
ference without joining the Canadian agreement ? 

Mr. McArrt. I don’t believe that question has come up, because every 
member that has ever joined the Pacific Coast European Conference 
agreement has also signed the agreement that covers traffic from Can- 
ada. I would have to look at the two agreements to really answer 
your question, if you don’t mind me not giving you 

Mr. Stneman. We would be happy to have you submit an answer 
later if you will. 

Mr. McArrt. All right, sir. 

(Subsequently, the following was received :) 


PactiFic CoAST EUROPEAN CONFERENCE, 
San Francisco, Calif., April 11, 1961. 





Mr. JULIAN H. SINGMAN, 
Associate Chief Counsel, Antitrust Subcommittee, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. SINGMAN: The following is submitted in response to your question 
on page 3625 of the transcript of the hearings on “Antitrust Problems in the 
Ocean Freight Industry” as to whether a line can join the Pacific Coast European 
Conference without becoming a party to the Canadian agreement: 

There is no provision in the Pacific Coast European Conference agreement 
requiring conference members to become parties to the Canadian agreement, 
therefore the answer to your question is “Yes.” 

Yours very truly, 


J. F. McArt, Chairman. 

Mr. Stneman. Are you, Mr. McArt, the chairman of that Canadian 
agreement ? 

Mr. McArrt. Yes, sir. 

The Cuatrman. Of how many conferences are you chairman, Mr. 
McArt, of all conferences how many ? 

Mr. McArr. The Ensenada Conference; actually, Mr. Celler, we 
hardly regard the understanding, the arrangement with Canada, as 
being a true conference in the same light as the one with Ensenada. 
The reason for that, I guess, is that our business, the routine day-by- 
day business, is so interwoven with the traffic that moves out of Van- 
couver and other ports in Canada, we don’t regard it as being truly 
a separate conference, if you get what I mean. 

So with that—I will answer your question by saying, the Pacific 
Coast European Conference, it is not a true conference, the agreement 
from Canada, and the other one we just discussed which is the Ense- 
nada-Europe. 

The CHarrman. Are you paid separately from each conference ? 

Mr. McArt. No, sir, no separate fee of any kind is paid. 

Mr. Stneman. Does that include the Ensenada agreement as well ? 

Mr. McArr. Yes, sir. All they do is just reimburse the conference 
office for postage and for printing and such stuff as that. 
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Mr. Stneman. Can you answer now the question of whether an ap- 
plicant for membership in the Canadian agreement would have to jom 
the Pacifiic Coast European Conference agreement first. 

Mr. McArr. I think the answer to that question is yes, if they were 
to join that one, meaning from Canada, they would have to join the 
Pacific Coast European Conference. 

Mr. Stneman. Is that part of the Canadian agreement ? 

Mr. McArrt. I think it is. 

Mr. Stneman. So that, in other words, the Canadian agreement is 
hardly a separate agreement ? 

Mr. McArr. Yes; it is separate. It is a separate piece of paper, 
Mr. Singman. 

Mr. Stneman. But it isan adjunct, is it not? 

Mr. McArtr. No; I don’t regard it as such. As a matter of fact, 
it isa very simple undertaking. It merely incorporates into one short 
paragra h everything that is in, with some exceptions, everything that 
isin the Pacific Coast European Conference agreement. 

Mr. Stneman. But it is a tie-in arrangement; isn’t it, you can’t join 
one without the other? 

Mr. McArr. You can’t join the Canadian without joining this one. 
That could be changed, of course, if we wanted to do so. 

Mr. Sineman. This wasn’t submitted to the Federal Maritime Board 
either, was it? 

Mr. McArt. No, sir; it was not. 

Mr. Srneman. Isn’t it a fact that steamship conferences are not 
recognized under Canadian law? 

Mr. McArr. Now, that is something which I frankly—I think I had 
better pass that one, Mr, Singman, please, sir. 

Mr. Stneman. Let me ask you whether you are familiar with a 
document introduced in our hearings, this committee’s hearings, in 
part 1, volume III, page 2556. I think there is a copy of it before 
you, if you would like to look at it, volume 3. This document is a 
memorandum—and this involves Mr. James as well—it is a memo- 
randum from R. G. Stone of States Marine to C. S. Walsh, president, 
reporting on a conversation with Leonard James, your conference 
counsel, 

I should like to read part of that, if I may. 

Leonard James (with J. F. McArt) phoned me early this afternoon concerning 
Global’s application for membership in the Canadian branch of the Pacific Coast 
European Conference. (A most friendly talk, by the way.) 

L.J. said: (1) the PCEC Conference is the only conference that Global can 
belong to, because under Canadian anti-monopoly laws, separate Canadian con- 
ferences cannot exist. (Canada has no law similar to sec. 15 of our Shipping 
Act, 1916, which allows conference approval by FMB.) 

(2) The Canadian (British Columbia) group is simply a concurring group. 
It is impossible to be a member of the B.C, group separately from the PCEC. 

(3) Accordingly Global’s application cannot be granted in its present form. 
Global should apply for membership in PCEC and in some way indicate that 
schedules of service from U.S. ports have not yet been worked out. (In line, I 


think, with your talk with him. We each regretted such “technicalities” inter- 
fere with willing applicant to join the conference. ) 


I won’t read the rest of it. 

What did Mr. James mean ? 

And perhaps we should ask Mr. James if he did indicate to Mr.—I 
am sorry, this memorandum is from Mr. Carpenter. I said it was 
from Mr. Stone—whether he indicated to Mr. Carpenter that Global 
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should apply for membership in PCEC and in some way indicate that 
schedules of service from U.S. ports had not yet been worked out? 

Mr. McArr. Could Mr. James answer that question, Mr. Singman? 

Mr. Sineman. Yes. 

Mr. McArt. Thank you. 

Mr. James. Mr. Chairman, and Mr. Singman, I think Mr. Ca rpenter 
was wrong in the statement in the second paragraph that I said to 
him that a separate Canadian conference cannot exist. I am quite 
sure I never said any such thing as that. It is quite possible for 
Canadian conferences to exist, and they do. 

Mr. Srneman. Excuse me, Mr. James, it is true, though, is it not, 
that there is no general exempting statute in Canadian law which 
specifically permits conferences to exist ? 

Mr. James. That is correct. 

Mr. Stneman. Isn’t it also correct that there is now pending a com- 
bined investigation of the conference system in Canada under their 
general antimonopoly law ¢ 

Mr. James. There is such an investigation pending, as I under- 
stand it, that is correct. 

Now, I advised Mr. Carpenter that because of the existing agree- 
ment arrangement from Canada the Global Transport could not join 
the Canadian conference as a separate conference membership. And 
they were required to join both the Pacific Coast European Confer- 
ence as well as the Canadian agreement. And I suggested that in 
order to clarify their application for membership they join both 
conferences. 

Mr. Stneman. Let me ask both of you gentlemen whether a line 
could become a member of the Canadian conference and of the Pacific 
Coast European Conference merely by stating an intention to serve 
west coast U.S. ports without following through ? 

Mr. James. By merely stating an intention? No. 

Mr. Stneman. Isn’t that the way Mr. Carpenter interpreted your 
statement, or your advice as being ? 

Mr. James. Well, he would have to do a little bit more than just 
stating an intention, they would have to apply for membership, of 
course. 

Mr. Srineman. Could an applicant apply for membership to PCEC 
and merely state an intention to serve U.S. ports without actually 
doing so? 

Mr. James. Surely. 

Mr. Srneman. So are there members of the Canadian agreement 
that do not serve U.S. ports ? 

Mr. James. Not to my knowledge, no, sir. 

Mr. Sineman. But it is possible for a member of the Canadian 
agreement not to serve U.S, ports? 

Mr. James. Not actually to serve the U.S. ports? Yes, that would 
be possible. 

Mr. McArr. Mr. Singman, if I may interject, I would say that 
article 10 covering membership in the Pacific Coast European Con- 
ference contains language which was adopted by the Pacific Coast 
European Conference, if my recollection is correct, and I believe it is, 
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suggested by the predecessor of the Federal Maritime Board. I would 
like to read you at least one sentence: 


Any person, firm or corporation regularly operating or giving substantial and 
reliable evidence of intention— 


mere intention— 


to operate regularly as a common carrier by water in the trade covered by 
their agreement, may become a member of this conference. 

Mr. Srineman. Isn’t there a provision in your conference agree- 
ment that if a line does not have a sailing within specified periods of 
time it must pay a penalty ? 

Mr. McArrt. Yes, if they do not have a sailing within 3 months, at 
the present time it requires that they pay to the conference a penalty, 
whatever it may be, of $2,000. However, if that line fails to have a 
sailing for a year—in other words, for four 3-month periods—in that 
event, the conference would consider the line in a suspended status, and 
return the amount of money that had been paid by the line in the form 
of penalties, or, as a matter of fact, the line would write to the con- 
ference and say that “for the foreseeable future, the next year, or year 
and a half or more, we do not see that we are going to have any sail- 
ings, please put us in suspended status.” In that event, I wouldn’t 
even bill them. But if they were to make a sailing within that period 
of a time, then I would have to collect the penalty. 

I might say to you that that is now under consideration. We are 
about to change it. 

Mr. Streman. Would a member of your conference which served 
Canadian ports but did not serve U.S. ports for a period of 3 months 
be required to pay such a penalty ? 

Mr. McArrt. Yes, sir. 

Mr. Stneman. They would? 

Mr. McArr. Yes, sir. 

Mr. Stneman. Mr. Chairman, I have here a copy of the Canadian 
Conference Agreement from Mr. McArt’s files which I should like to 
offer for the record at this point, together with the other documents 
mentioned heretofore. 

The CuarrMan. They will be accepted for the record. 

(The documents referred to are as follows :) 
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PACIFIC COAST EURCPEAN CCNFERENCE 
16 California Street 
San Francisco 11, California 
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for 
SPECIAL MEETING NO. 228 
To be Held 
Tuesday, 10:00 A.i., Novemtd’r 16, 1947 
at 
Room 202, 16 California Streot 
San Francisco 
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Nog 1. ROLL CALL 


No, 2. APFROVAL OF MINUTES of previous mecting nes correctod, 


Conference action: 


No. 3. NON-OPBSERVANCE OF CONFERENCE AGREEMENT by 
States Marine Corpn. 

Conference action: 

No, 4 POSITION OF CONFERENCE IN RESPECT TO FUTURE shipments of 
U. S&S. War Department Cargo. 


Conference action: 








OTHER BUSINESS 





J. ¥. McArt 


Chairnan 





San Francisco, California 
November 10, 1947 
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(The document referred to at p. 488 follows:) 


Speetal Ueettreyr Dae tu. 


16 California Street 
San Francisco 


November 10, 1947 


- Non-Odservance 
States Marine 


There is attached for your information copy of a telegram from this 
office, dated October 24, 1947, to States Marine Corporation, New York, togetacr 
with copy of its teletype reply dated October 27, 1947, It will be noted froz 
this correspondence that States Marine Corporation, without previous advice to 
or sanction of this Conferenco, negotiated and closed a contract of affroight- 
nent with the U, S, War Department for traffic from Pacific Coast ports to the 
Mediterranoan at ra conditions not providod for in the Conference tariff, 


such action being prima facio violative of Pasticle 3 of the Conference Agrocmont, 
which roads as follows: 


"All freight and other charges for and in connection with such transporta- 
tion shall be charged and collectod by tho parties horeto based on actual 
gross weight or measuroment of the cargo or per package according to 
tariff, and strictly in accordance with the ratos, chargos, classifications, 
rules, and/or regulations adopted by tho parties, ‘Thore shall be no undue 
preferonces or disadvantagos, nor unjust nor unreasonable discrimination, 


or unfair practices against any consignor or consignee by any of the par- 
ties hereto, 


Each of the parties hereto agroes that neither it nor its principals ror 
associated nor affiliated companics of any of them shall give or promise, 
either directly or indirectly, to any shipper, or consignoo or broker, or 
prospectivo shipper or consigneo or brokor, or to any officer, cmployoe, 
agont or reprosentative of any such shipper or consignee or broker, or 
prospective shippor, or consignee or brokor, or to any member of thc 
family of any of the aforesaid, in any manner, any return, commission, 
componsation, concession, froe or reduced storage, free or reduced pnsscn- 
ger rotos, any bribo, gratuity, gift of substantial value or other prynent 
or remuncration through any device whatsoever, or rendor to any of the 
forcgoing any service outeide or beyond that called for in tho contracts 
of affreightment or tariffs, 


NOTE:- Free or reduced rate ocean pasengos. Personal Grounds ~ 
Principals of Member Companics may grant free or reduced rate passagos 
on porsonal grounds, but in no instanco shall free or reduced rate passagos 
be granted in conflict with the above or in violation of Section 16 of the 
Shipping Act, 1916, 


Tho parties hereto and each of thom furthor ogree that they shall not 
enter into any ngreoment of any nature, with any party or parties, which 
would in any way affect the intogrity of this ngrooment, or any agrcee- 
monts, rates, rules or regulntions mado pursuant hereto.* 


It is undorstood that while the Moditerranean eontract has been closed, 
the one to North Burope is still under negotiation, 


It will also bo observed thnt roference is made to the fact that Atlan- 
tic and Gulf Conforence tariffs provido that War Department cargoce are excepted 
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D. Morcer, President, States Marine Corporation, New York, dated October 24, 1947: 
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(The document referred to at p. 488 follows:) 


Copy of tele ram from Chairman, Pacific Coast Buropoan Conforence, to Mr, Henry 
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PACIFIC COAST EUROPRAN CONFERENCE 1) 
Opecial Meeting No, 238 VCt ¢ + 
16 California Street 
Gen Franci eco 


Fevesber 18, 1947 


Ia connection with Decket Item No, 3 of the above mentioned special necting, 
for the information ef the member lines there are reproduced below tariff clauses 


eppearing in various conference tariffs dealing with the matter of rates for the 
United States Army, including in some inetances of other governmental agencies, 


1. orth Atlentio/s@riesio, Black Seq & Levent tariff Mo, 13. 


Tariff Rules & Regulations, Page F, Cortection No, 333--Iesued 
July 31, 1947. 


"Participating Carriers have Conference authority te deviate from rates, 
rules and regulaticas published hereia on all shipaente for account of the 
UNITED STATES ABMY, ~ guch shi te being excluded from the provisions 


of thie tariff, (MOTB: TRIS cr ON fO SARIFF FO BB CANCELLED 
Gee ne ee ne ae S 


2. Quit gpd South Ashaptic/Aériation Bleck fee # Levent ferifs Ho, 2. 


Tariff Rules & Regulations, Rule No.* 33, *Addition - Bffective 
August 39, 1946, Page B, Cerrection Bo. 113 --lesued August 31, 1966. 


*° 23. SATE BATT Participating Carriere have Ceaference authority 
to deviate Fates, rules end regulations published herein on ALL 
SHIPMENTS FOR ACCOUNT GF THE UNITED STATES AMNT, - ouch shipments doing 
excluded from the provisions ef this tariff.* 


fariff Rules 4 Regulations, Page J, Correction Me, 871-—-Issued 
Octoder 17, 1967, Rule Ho. 3. 


"30, 3s Participating Carriere have Conference suthority 
to. deviate free rates, rules and regulations published herein on, - ALi 
GHIPMENTS FOR ACCOUNT OF THE UNITED STATES ANMY, - such chipmente being 
excluded from the previsions of thie tariff.* 


4. Quit apd South sdlansig/Foot Coast of Italy Tariff Bo, . 


Tariff Rules and Regulations, Page F, Correction Be. 58--Iesued 
Novenbder 29, 1946. Rule No. 23, 


Ce Bay ae Partipating Carriers have Conference mthority 
to ate from rates, rules and regulations published herein on ALL 
SUIPMENTS YOR ACCOUNT OF THE UNITED STATES AMNY, - guch shipments being 
excluded from the provisions of thie tariff.* 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 511 


pee 7!” 
5. Gals and South Atientic/Moroces, Algeria, Tunisie fariff Ho, 1. 


Tariff Rules and Regulations, Page D, Correction Mo. 115-—Issued 
August 16, 1947, Rule 16, . 


"16, Participating Carriers have Conference authority 
to deviate from rates, rules and regulations published on - ALL SHIPMENTS 
FOR ACCOUNT CF THE UNITED STATES AIMY,~ quch shipments being excludod 
from the provisions of this teriff.® 


6, Qulf end South Atiantic/Frengh Medi terrapeen Zari! Ho, }. 


Tariff Rules and Regulations, Page F, Correction No, 97-—Issued 
August 16, 1947, Rule 2D. 


"20, 3 Partjcipating Carriers have Conference amathority to 
deviate from rates, rules and regulations published on - ALL SHIPMENTS 
TOR ACOOUNT OF THE UNITED STATES ANMY, - such shipments being excluded 
from the provisions of thie tariff, 


7% Sou t i ff No.l. . 


Tariff Rules and Regulations, Page F, Correction No, 30--Issued 
June 22, 1946, Rule 20. 


‘et es In the event a somber line is directed by the Govern- 
men @ veseol's registry to tranepert carge shipped by and consigned 
to iteelf at other than tariff rates, it shall not be considerod « 
violation of the Conference Agrecaent for such meaber to comply with 

@uch diroction, This does not in any gay waive the regulatory require- 
ments of common carriers of filing euch special rates with the Division 
of Regulation, United States Maritine Commission.® 


Q. Pacific Weqsbound Conference Tariff Be, j-l. 


fariff War Bnergency Section Page A. Correction Bo. 299--Iseused 
June 33, 1947. Tees Bo. 3. 


. Uptil Decsaber 31, 1947, the rates on U, 8, Military 
open then chipped by the U. 8. Var % consigned 
dy iteelf to iteelf and carried on vessels operated by any sender line," 
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PACIFIC COAST EUROPEAN CCNFERENCE 


z 4 [? 
Special Meeting No. 228 Feo 4 
16 California Strect 

8an Francisco 


November 16, 1947 


tee of Meeting Wo, 227, held in 


The minutes of the above-mentioned meeting with reference to Docket 
Item 16 = COLLECT FREIGHT - — with the final fon of the Conference as 
recorded in numbered paragraphs (1), (2), (3). and (4), should be amended to read 
as follows: 


*(1) That Collect Freight privileges be permitted at carrier's option on 
shipments of commercial freight effective on all sailings to the United 
Kingdom, Belgium, Holland and France, from September 34, 1947 through 
December 31,. 1947, and 


"(2) That said amended rule shall continue in effect indefinitely after 
December 31, 1947, » that if any member shall file with 
the Conference prior to Docember Sl, 1947, or prior to the last day of 
any succeeding month, a request for reconsideration of said continuance, 
said amended rule shall expire automatically 30 days after the first day 
of the month following the dato euch request is filed, unless such 
request is withdrawn or the continuance reaffirmed by unanimous action 
of the Conference prior to the expiration date determined as herein 


provided. * 


One of the principal differences dbetwoen the amended minute record and 
that now shown in the minutes issued heretofore is the fact that the Collect 
Treight privilege under the amended minutes will not automatically expire as of 
close of business December Zl, 1947, but rather aay continue through the follow 
ing month of January 1946, 


Tn drafting the sinutes of thie meeting the Secretary pro tem and your 
Chairman overlooked the fact that, at the suggestion of a meaber line, it was 
egreed shippers should receive advance notice of at least KX days in the event 
it was decided circumstances sade it necessary, in the opinion of one or more 
members, to discontinue the Collect Freight privilege. The corrected record as 
shown herein accomplishes this purpose. 
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PACIFIC COAST BUROPEAN CONFERENCE 


1@ CALIPORmMIA STORET . Sam PRANCISCO 11 . CalLivFORanmra 


meso 


Entered into at 
San Francisco, California 
March 4, 1936 


As Amended to 
June 7, 1956 


at 
General Meeting (No. 320) 
Vancouver, B. C., June, 1956 


CONFERENCE MEMBERSHIP 
as of 
September 24, 1957 








514 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


PaciFIc COAST EUROPEAN CONFERENCE, CANADIAN AGREEMENT 

The undersigned, all signatories to that certain Agreement made and entered 
into this fourth day of March 1936, and known as Pacific Coast European Con- 
ference Agreement, for the promotion of commerce from the Pacific Coast of the 
United States to areas named therein, hereby agree, for and in consideration of 
the mutual covenants therein and herein contained, to extend the agreements 
therein made to commerce from the Pacific Coast of Canada to the said areas, 
with the same force and effect and as though set forth herein in the exact same 
language in said Agreement, except as otherwise agreed, and except further that 
all matters in said Agreement having reference to the Department of Commerce 
of the United States and/or the United States Shipping Board Bureau, or its 
successor or successors, are hereby specifically waived and shall be of no effect 


herein as to Canadian Commerce. 


In witness whereof, the parties hereto have caused this Agreement to be signed 
by their duly authorized officers as of the day and date set forth above. 


Blue Star Line, Limited 
The Blue Star Line, Inc. 
(Sgd.) E. A. Gilbert 
Compagnie Generale Transatlantique 
(French Line) 
(Sgd.) G. Macqueron 
The Donaldson Line, Limited 
Balfour, Guthrie & Co., Limited, Agents 
(Sgd.) L. P. Bailey 
A/S Det Ostasiatiske Kompagni (The 
East Asiatic Company, Limited) 
The East Asiatic Co., Inc. 
(Sgd.) C. Jensen 
Fred. Olsen & Co. (Fred. Olsen Line) 
Fred. Olsen Line Agency, Ltd. 
(Sgd.) F. W. Kutter 
Fruit Express Line A/S 
By International Pacific Coast Corpora- 
tion, General Pacific Coast Agents 
By (Sgd.) J. A. Smith, Pres. 
Norddeutseher Lloyd (North German 
Lloyd) 
North Pacifie Service 
(Sgd.) P. Nolze 
N. V. Nederlandsch-Amerikaansche 
Stoomvaart - Maatschappij (Holland- 
American Line) (North Pacific Coast 
Line) 
(Sed.) B. F. R. de Lanoy 
Reardon Smith Line, Ltd. 
(Sed.) P. M. Holway 
Furness Withy & Co., Ltd. 
Line) 
Furness (Pacific) Ltd. 
(Sgd.) J. J. Walsh 


(Furness 


Hamburg-Amerikanische Packetfahrt 
Actien-Gesellschaft (Hamburg-Amer- 
ican Line) 

Sudden & Christenson, Pacific Coast 
General Agents 

(Sgd.) Robt. S. Norton 
Knut Knutsen, 0.A.S. (Knutsen Line) 
Interocean S.S. Corp., General Agents 
(Sgd.) E. Krag 
J. Lauritzen (Lauritzen Line) 
(Sed.) D. R. Girdwood 

Girdwood Shipping Co., Pacific Coast 
Genl. Agts. 

Navigazione Libera 
(Libera Line) 

yeneral S.S. Corp., Ltd., as agents 
By (Sgd.) R. V. Winquist, Asst. to 
President 

Rederiaktiebolaget Nordstjernan 
(Johnson Line) 

By (Sgd.) F. L. Doelker, P.C. Mgr. 

Grace Line, Agents 

Royal Mail Lines, Ltd. (North Pacific 
Coast Line) 

(Sgd.) Jno. Allsop 

Westfal-Larsen & Co. A/S (Interocean 
Line) 

Interocean S.S. Corp., General Agents 

(Sgd.) E. Krag 


Triestina, S.A. 


Witnesseth: All the foregoing signatures. 


As amended June 7, 1956. 


(Sgd.) Geo. J. YatTer, Chairman. 


a 





a a 


I 
i 
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CONFERENCE MEMBERSHIP AS OF SEPTEMBER 24, 1957 


Anglo Canadian Shipping Company, 
Limited 
Blue Star Line 
Blue Star Line, Limited 
Canadian Transport Company, Limited 
East Asiatic Line 
The East Asiatic Company, Limited 
(A/S Det Ostasiatiske Kompagni) 
French Line 
Compagnie Generale Transatlan- 
tique 
Fruit Express Line 
Fruit Express Line A/S 
Furness Line 
Furness, Withy & Co., Ltd. 
Hamburg-American Line 
Hamburg-Amerika Linie 
Hanseatic-Vaasa-Line 
Hanseatische Reederei Emil Offen 
& Co. 
Vaasan Laiva Oy 
(As one member only.) 
Holland-America Line 
N.V. Nederlandsch-Amerikaansche 
Stoomvaart Maatschappij 
Interocean Line 
Westfal-Larsen & Co, A/S 
Italian Line 
“Italia” Societa Per Azioni di Na- 
vigazione 
Italnavi Line 
Italnavi Societa di Navigazione per 
Azioni 


Johnson Line 
Rederiaktiebolaget Nordstjernan 
Knutsen Line 
Dampskibsaktieselskapet Jeanette 
Skinner 
Skabsaktieselskapet Pacific 
Skibsaktieselskapet Marie Bakke 
Dampskibsaktieselskapet Golden 
Gate 
Dampskibsaktieselskapet Lisbeth 
Skibsaktieselskapet Ogeka Lisbeth 
Hvalfangstaktieselskapet Suderoy 
(As one member only.) 
Mitsui Line 
Mitsui Steamship Co., Ltd. 
N.Y.K. Line 
Nippon Yusen Kaisha 
North German Lloyd 
Norddeutscher Lloyd 
Fred. Olsen Line 
Fred. Olsen & Co. 
O.8.K. Line 
Osaka Shosen Kaisha, Ltd. 
Royal Mail Lines, Limited 
Seaboard Shipping Company, Limited 
States Marine Lines 
States Marine Corporation 
States Marine Corporation of Dela- 
ware 
(As one member only.) 
Western Canada Steamship Company, 
Limited 


(The document referred to at p. 499 follows :) 


JUNE 26, 1958. 


Subject: Schiffahrtagosellschaft De Vries & Co., m.b.H. (De Vries Pasifik Linio) 
application for conference membership. 


MARINE CHARTERING Co., INC., 
San Francisco, Calif. 


GENTLEMEN: Further reference is made to our correspondence on the above- 
mentioned subject, the last being your letter of June 16, 1958. 
At a meeting of Pacific Coast European Conference today, the application 


for membership was again considered. No final action was taken thereon how- 
ever, because of uncertainty by some members with respect to the applicant's 
position on certain aspects of Conference membership that may not have been 
called to their attention. The application will again be considered by the Con- 
ference upon receipt from you of advices on the following matters. 

First, Article 1 of the Conference Agreement, copy herewith, provides that 
“the transportation of all cargo in vessels owned, controlled, chartered and/or 
operated by the parties” must be under Conference rates, rules and regulations 
as agreed to under the Conference Agreement. Under this clause, no vessel 
either owned or chartered by a Conference member may be operated in the 
Pacific Coast/European trade outside the Conference either by the Conference 
member or by anyone else, including a charterer or subcharterer. Assurance 
of compliance with this provision as herein explained is desired. 

Second, the members of the Conference have entered into a joint agreement 
with the parties to Agreement No. 8410, copy enclosed. The joint agreement 
provides that any new member of the Pacific Coast European Conference will 
automatically become a party to the joint agreement and be bound by rates and 
conditions determined pursuant to that agreement and Agreement 8410. Con- 
currence in the joint agreement is also desired. 

Third, the Conference Agreement prohibits any absorptions unless authorized 
by Conference decision. The Conference has declined to permit absorption of 
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insurance differentials on over-age vessels. Confirmation that such absorptions 
can not be made is requested. 

In addition to advices on the foregoing which are desired for members’ 
information in connection with action on the application, I also desire to advise 
you that the members of this Conference are presently applying Conference 
rates, terms and conditions to cargo loaded at Ensenada, Baja California, 
Mexico, a port outside the scope of the Agreement of this Conference. Negotia- 
tions are being conducted looking toward organization of a new Conference 
covering cargo from Ensenada to Europe. If De Vries is admitted to the 
Pacific Coast European Conference, it would be hoped that they would concur 
with the other lines in applying Conference rates, terms and conditions on any 
cargo they may load at Ensenada and become a member of the new Conference 
should it be established. 

Advices on all the foregoing matters will be appreciated. 

Your very truly, 
J. F. McArt, Chairman, 


Mr. Stneman. Mr. McArt, has rebating been much of a prob- 
lem among the members of your conference ‘ 

Mr. McArrt. Yes and no, Rebating is a peculiar term; it is ve 
difficult to prove it actually happens. In most cases maybe it isn’t 
even unlawful, except that it is a violation of the agreement. I find 
that a lot of people whisper and tell me stories that, frankly, to sepa- 
rate the wheat from the chaff is very difficult. It has been said that it 
is a problem; yes, sir. 

Mr. Stneman. What steps do you take to prevent or discourage 
rebating ? 

Mr. McArr. No. 1, we have recently hired an employee who is now 
resident in England. And the purpose of his employment is to run 
down cases which appear to have some merit as to what we term 
malpractices, be they rebating, or whatever form they may take. 


Now, that cae of this gentleman has only recently taken 


place, and we have had as yet no concrete results of his employment. 

We have, of course, had in our conference agreement an article 
called Breach of Agreement which we have proceeded under on 
different occasions. ‘That, however 

The Cuarrman. Proceeded what ? 

Mr. McArr. Proceeded under. In fact, that is the one under which 
we had the proceeding dealing with the State Marines Lines. That 
deals more particularly with the conference members. But if there is 
rebating which is a violation of the agreement, it is pretty hard to 
disassociate the carrier from the receipt of the rebate or the payment, 
or whatever it might be, on the part of the shipper. 

The Cuatrman. Have you considered the use of a neutral body ¢ 

Mr. McArr. Yes, we have; in fact, we have filed an agreement with 
the Board. 

The CuHatrman. What are your views about a neutral body ? 

Mr. McAnrr. I think it is a very good practice, Mr. Celler, provided 
we can get the approval of the Board to go ahead and work under it. 

The Cuarrman. Do you have any idea what form that neutral body . 
should take? Should it be an accounting firm? Should it be a setup 
of a three-member neutral body? And who shall appoint those 
members ? 

Would you care to answer these questions ? 

Mr. McArr. Our plan 

The Cuarrman. You don’t have to answer them if you don’t want 
to. 
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Mr. McArr. I would like to answer, Mr. Celler. I personally do 
not particularly subscribe to the employment of certified public 
accountants or chartering agents, whatever you may call them— 
chartered accountants—I would rather have a separate organization 
set up which I proposed to the membership some time ago, which 
would have been an investigative body with representatives both here 
and abroad. However, that plan was not adopted, and in lieu thereof 
we have employed a man who has had long experience in the steam- 
ship business. He is believed to have the necessary qualifications and 
so on, and it is his task to run down, as I said earlier, these charges 
that may be made from time to time with respect to rebating or any 
other malpractice. 

The Cuarrman. What does he do with the evidence that he gets of 
rebating or other violations ? 

Mr. McArrt. At the present time, he will submit them to me, Mr. 
Celler. 

The Cuarrman. What do you do with them? 

Mr. McArr. I, in turn, will put them before the advisory com- 
mittee, which is, shall we say, the board of directors of the confer- 
ence, and they will sift them and put them before the full conference 
tosit as judge and jury on the particular case. 

The Cuarrman. Have there been any sanctions voted by the con- 
ference against any one of its members as a result of violations of the 
conference ¢ 

Mr. McArr. Of the conference agreement, yes. 

The Cuarrman. There have been some ? 

Mr. McArrt. Yes, sir. 

The CHarrman. What are they, money sanctions? 

Mr. McArrt. Yes. 

The Cuarman. Are they of any substantial amount? 

Mr. McArt. That, of course, is—that is a matter, of course, of per- 
sonal belief, I guess, as to whether they are substantial or not. But 
under the agreement, at the moment they can run from $500 for a 
nominal offense to $10,000 for each offense. 

The Cuarrman. The answer is not responsive. 

Were the amounts substantial, were they $500 or were they $5,000, or 
a thousand, or what? 

_Mr. McArr. It was $10,000 in the case I have in mind for about 
siX or seven instances. 

The Cuarrman. When was that ? 

Mr. McArr. Last year. 

_The Cuarrman. Was that the result of the action of this new inves- 
tigator that you speak of ? 
r. McArr. Of the new investigator? No, sir, he did not have any- 
thing to do with that before we hired him, Mr. Celler. 

The CuHarrman. You didn’t express yourself as to whether or not 
the tribunal that was to hear the charges should be a three-man board, 
and who they were to be appointed by, or some other number 
boards—— 


Mr. McArr, I was explaining to you, I thought your question 
dealt with a man we had just hired to act in this capacity. 

He is not known as a sole arbiter—I don’t like the term “neutral 
body,” but I guess I will have to use it—he is not employed in that 
capacity, sir. 

70300 O—61—pt. 3, vol. 135 
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A neutral body, using that term, would have the full power to 
im whatever the penalty might be. 

he CuarrMan. That is what I am getting at. 

Mr. McArrt. This man does not have that power. 

The Cuarrman. I understand. 

But I am asking your views as to the future, how do you feel as 
to who shall appoint the members of a neutral body, how many 
members there shall be, what are your views on that ? 

Mr. McArr. My views are that the conference, or perhaps a group 
of conferences—I personally prefer a group of conferences that run 
to a related area, and I will cite to you my own conference, the con- 
ferences out of the gulf, the conferences out of the Atlantic, both from 
the United States to Europe and from Europe to the same area, | 
that we could set up in my personal opinion a sole arbiter, neutral | 
body, to deal with the problems there. One person could have his | 
investigators and so on, just like you have the [ATA business, which 
is now under Sir William Hildreth in Montreal. I prefer that the 
neutral body as I have described it to you would have nothing to do, 
for example, with the Far East trade, or the African trade or South 
America. 

The problems, however, in the European trade—as I have envisaged | 
the scope of it, it would be solely in the European trade. 

The Coarrman. Who would appoint this czar? 

Mr. McArr. The conferences. 

The Cuarrman. All the conferences? 

Mr. McArt. Yes, sir. 

The Cuarrman. Thank you very much. 

Mr. Donouve. How long has your conference been confronted with 
this problem of rebates? 

r. McArr. Well, Mr. Donohue, that is a little difficult to say. 
There are charges and countercharges. One line might say, “I had 
the account of a certain shipper, I don’t get his traffic any more. I 
am convinced that there must be some rebating there.” 

Well, if that is a sample of the problem with us, then I can say to 
you that that suspicion is in the minds of most of the people all the 
time. 

Mr. Dononvr. And has extended over how many years? 

Mr. McArr. Well, it is always present, there is never any letup. 
But I say to you that the problem is probably more acute in times of 
paucity of cargo, meaning whenever Septedbilt trading conditions pre- 
vail. And that is what we are in now. 

But certainly so far as rebating is concerned, I would say that where- 
ever there are two lines in the trade you have always the possibility 
of such a charge being made. 

Mr. Donouve. In other words, is it so that you have been con- 
fronted with this problem ever since your conference was formed! 

Mr. McArr. I would say that is probably true. 

Mr. Donouve. And how long has your conference been in existence! 

Mr. McArr. Well, in one form or another, Mr. Donohue, the lines 
have been in agreement of some kind or another, I think I am safe in 
saying, since the Panama Canal was opened after World WarI. The 
first agreement that was filed and approved by the Board was, I think, 
in 1926. 
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My remarks are general, and they apply, I can assure you, to any 
trade area in aha tae are two lines operating. You have that 
particular question. Whether it is a fact or not is something else 
again. 

Mr. Donouvue. When did you actually employ this gentleman ? 

Mr. McArt. Wecall him a controller, sir. 

Mr. Donouve. A controller? 

Mr. McArt. To get rid of the term “neutral body.” 

Mr. Dononvur. When did you actually engage him or employ him 
for the purpose of investigating these different—— 

Mr. oro I employed him in November. I signed the agreement 
with him in London in November of last year. 

Mr. Dononve. And was that as a result of this committee starting 
an investigation ? 

Mr. McArr. Not at all, sir. We have had a scheme of this kind in 
mind long before this committee came into existence. 

Mr. Donouug. You have had the scheme in mind, but did you do 
anything about it up until last November ? 

Mr. cArt. Oh, yes; we were working on it for quite some time 
before that. 

Mr. Donouvsz. And did you find any foundation to the complaints 
that were coming to your attention about these rebates ? 

Mr. McArt. Pimight say that in my own considered belief, a great 
many of them, if not more than most of them, were unfounded. 

Mr. Dononve. But were there any that were founded? 

Mr. McArr. I was unable to get the particular evidence to prove it. 

Mr. Dononvs. In other ae up until this $10,000 or $5,000 pen- 
alty that was imposed, there was never a penalty imposed upon any- 
one in the history of your conference; is that so, or it it not? 

Mr. McArr. May I havea moment to think? 

I am speaking now from memory, sir, and I hope you will per- 
mit me to answer in that fashion, that there were two other instances 
where the carriers were brought before the conference on charges. 
And these cases were not necessarily rebating, in fact they were not 
rebating charges. 

They were, however, considered to be violations of the agreement. 
In both instances, the carriers were adjudged guilty of the offenses 
with which they were charged. 

But no monetary penalties were imposed. In other words, they 
were placed on probation, so to speak. 

Now, I am only speaking, sir, from the time I took over the chair- 
manship of the conference, which was in February of 1947. The 
files indicate at least one other instance in which there was a line 
which was accused of violating the conference papeoeents and just 
what the offense was, at the moment I can’t recall, but they, too, were 
found guilty. 

And I believe they paid a nominal fine. 

But on that score, I am not too sure. 

Mr. Dononvr. In other words, up until last November your con- 
ference had no one policing the activities of your membership ? 

Mr. McArr. I wouldn’t quite accept that as being a fact, sir. 

_ In an association of this character, obviously, everybody is watch- 
ing over the shoulder of his competitor. These things are in a sense . 
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difficult to keep quiet. They are on the other hand very difficult to 
rove. And I don’t want you to think that by any means the con- 
erence was permitting wholesale violations of its agreements, and 
so on and so forth, because I am sure that was not so. 

Mr. Dononve. In other words, there weren’t any wholesale viola- 
tions among the members of your conference ¢ 

Mr. McArrt. No; I don’t think so. 

Mr. Donouvr. Would you say that? 

Mr. McArrt. I would say that; yes. 

I think that my conference has been relatively free of any of 
these malpractices. 

Mr. Dononvur. If there were, there was a very few of them? 

Mr. McArr. In my opinion; yes, sir. 

Mr. Dononvr. Why did you find it necessary to engage this gentle- 
man in London to move around to conduct an investigation ? 

Mr. McArr. Well, I suppose it is for the same reason one increases 
the police force of their town in order to keep down traffic violations, 
and so on, and maybe they exist and maybe not. But the mere pres- 
ence of the policeman on the street is certainly a deterrent to speeders 
and others. 

In our case, certainly it was the feeling of the conference that a 
few or a great number of conference agreement violations should be 
taken care of if at all possible. 

Mr. Donouve. Then you felt that there was some reason for some- 
thing going on? 

Mr. McArr. Yes. 

Mr. Dononve. That psychologically it was necessary to set some- 
one up to deter it from continuing, is that correct ? 

Mr. McArr. Yes. At that time, too, in the course of the period I 
am talking about one must remember that there is, without question, a 
rise in ta hivenatinad Whether they are proven or they are not, your 
commonsense tells you there must be something there when you have 
nonconference competition in the trade, because it is the nonconference 
line which engages in cutrate practices, the payment of brokerage at 
excessive rates, and the granting of facilities which are denied be- 
cause they are improper by the conference lines, all of which benefit 
the owners of the cargo. And in order to meet that competition, the 
member lines feel independently they must fight fire with fire. They 
have only one source of revenue, and that is traffic, the cargo. And 
when it is taken away from them by these improper practices, ob- 
viously they fight back. 

And it could well be—in fact, we know it is a fact, again I say we 
know, that doesn’t mean I can prove it—that there is a great upsurge 
in malpractices whenever that does take place. 

Mr. Dononve. These nonconference members are prone to acts of 
malpractice more so than conference members, would you say that? 

r. MoArt. Well, if cutting of rates, Mr. Donohue, is a malprac- 
tice—and I claim that it certainly is not a healthy situation for the 
commerce of the United States—then the answer is “Yes.” 

Mr. Dononvr. And did I understand you to say that as a result of 
these malpractices, these acts of malpractice going on among these 
that are not members of conferences, that the members of the con- 
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ferences have to fight fire with fire, and, therefore, engage in mal- 
practices ? 

Mr. McArrt. I think that isa fair statement; yes, sir. 

Mr. Dononve. And you have found many of your members fighting 
fire with fire by engaging in acts of malpractice? 

Mr. McArrt. I would say some, I wouldn’t say many, sir, I would 
say some. It all depends on just where that particular nonconference 
competition is centered. 

For example, there has been very little nonconference competition 
in the trade from the Pacific coast to Great Britain. That has not 
been a particularly lucrative field for the nonconference operators. 
And we hear of very, very little, in fact I might say nothing, with 
respect to malpractices of the kind we are talking about in the trade to 
the United Kingdom. 

Now, to the Continent, that is different. Very little do you hear 
up in the northern countries like Norway and Sweden, but the Con- 
tinent ; yes. 

Mr. Dononve. But since 1947 when you became chairman of your 
conference there has been only one penalty imposed ? 

Mr. McArr. Monetary penalty, yes, that is correct. That was for 
about six or seven separate offenses. 

Mr. Dononve. And what were the nature of those offenses? 

Mr. McArrt. One was the payment of a so-called interest fee to a 
shipper whose cargo didn’t go forward within a particular period 
of time, and he claimed that he lost money and interest. 

One was the granting of extensive entertainment privileges aboard 
a yacht, a trip of several days duration. Both Mr. James and I are 
having a little trouble in remembering what these incidents were. 

Mr. Donounve. Would you submit them for the record ? 

Mr. James. I think they are a matter of record already. 

Mr. McArr. They are a matter of record already. 

Mr. Dononue. All right. 

Mr. Stneman. Mr. McArt, I would like to call your attention to one 
particular incident, when the matter of rebating was brought to your 
attention, or rather was brought to the attention of the conference. 

I would like to refer to a part of the conference minutes from gen- 
eral meeting No. 346 held on June 11, 12, and 13, 1957, at Harrison Hot 
Springs, British Columbia. Section 5 of those minutes deals with 
the subject, “Alleged Rebating Abroad to Consignees.” 

And I should like to read part of it to you: 

For some time past, rumors have circulated regarding rebating to consignees 
and possibly other malpractices by members of this conference. Data has been 
sighted by your chairman and counsel which give rather material substance to 
these rumors, and it has been alleged that as a result of these illegal acts, some 


members have been deprived of traffic to which they were rightfully entitled 
due to their failure to meet the competition. 


And this minute entry goeson. But the last sentence is: 


It is recommended that an investigation by your chairman and counsel be 
undertaken abroad where the alleged malpractices are said to be taking place. 

My question is, Did you make such an investigation, Mr. McArt? 

(The document referred to appears at p. 524.) 

Mr. McArr. No, we did not, to answer your question, Mr. Singman, 
we did not undertake it. I am trying to all why Mr. James and 
I did not do so. 
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I think that, one, subsequently we were not fully authorized to 
abroad. And I also believe that the press of business was one of the 
things that did not permit us to go abroad. 

And, thirdly, we would certainly—we certainly had rather grave 
doubts in our minds as to whether James and MecArt could actually 
go abroad into the offices of these foreign people, shippers—not 
ee pardon me, receivers and others—and get the necessary 
proof. 

But the fact is, we did not go. 

Mr. Srneman. Haven’t you subsequently gone on a similar trip? 

Mr. McArr. No, not abroad. 

Mr. Stneman. Not for the purpose of investigating rebates. 

Mr. McArr. No, sir; not for that. I have n abroad, but not 
for that purpose. 

Mr. Stneman. Now, these minutes, Mr. McArt, are stamped “Con- 
fidential” on the side, and are headed on the top “Undocketed items.” 
Was a copy of these minutes filed with the Maritime Board ? 

Mr. McArrt. Yes, sir. 

a Stneman. Even though marked “Confidential” and “Undock- 
eted”’? 

Mr. McArt. Yes, sir. An undocketed subject, if my memory is 
correct, would be one that is brought up at a conference meeting pro- 
vided there was no objection from anybody present that. it be so con- 
sidered. It was stamped “Confidential” in the filing with the Fed- 
eral Maritime Board in an effort on my part to keep those minutes 
within the files of the regulatory agencies, because we found that 
they were being used in effect by prosecuting counsel against the con- 
ference, and in a manner which was not within the understanding of 
Mr. James and myself, that these minutes were called for by law and 
which are filed voluntarily by the conference pursuant to its confer- 
ence agreement, were being used, as I said, by counsel against us. 

So in order that there would be no misunderstanding on the part 
of the Federal Maritime Board’s Regulation Division as to what we 
intended should be done with those minutes, they are marked “Con- 
fidential.” 

Mr. Stneman. Mr. McArt, I would like to show you a copy of a 
letter from your files which is signed by you but with no visible ad- 
dressee. Could you identify the letter and indicate to whom it was 
written ? 

Mr. McArr. I found that in my own copy of what I gave you, Mr. 
Singman. And I must confess I don’t know who it was addressed to. 

r. Stneman. Could you find out and submit that information for 
the record ? 

Mr. McArrt. I will make another effort. 

I may say to you I did endeavor to, but I didn’t succeed in deter- 
mining to whom it was written. But I have no objection to making 
a further search. 

Mr. Stneman. Attached to that letter were rebate forms from the 
Europe, South Pacific, and Magellan Conference, and from the Hol- 
land American Line on shipments from Europe to Cuba; were there 
not? 

(The documents referred to appear at pp. 525-527.) 

Mr. McArrt. Yes. 
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Mr. Stneman. I would like to show you these forms and ask you 
how they came into your possession, cot what purpose they ae 

Mr. McArr. Well, I think I can say to you, I know what they are, 
because they were attached to this form; from what source I received 
them at this moment I do not recall. 

I endeavor, however, Mr. Singman, to get within my office docu- 
ments and papers which relate to the manner of handling jobs like 
my own elsewhere in the world. And certainly so far as a deferred 
chet system is concerned, this is only one of quite a number of de- 
ferred rebate system forms which I have in my office, and it is gath- 
ered, shall I say, for my information. Where I got them, at the 
moment I don’t recall. 

Mr. Srneman. Directing your attention to the Holland-America 
Line deferred rebate form, doesn’t it list under paragraph 3 of the 
note those lines that are parties to that deferred rebate agreement ? 

(The document referred to appears at p. 527.) 

Mr. McArrt. I assume that that is what it is; yes, sir. 

Mr. Stneman. And doesn’t it list among those lines the United 
Fruit Co.? 

Mr. McArr. Yes, it does. 

Mr. Srveman. And that line is apparently a member of the rebate 
agreement with respect to transshipment of goods from European 
goods to Cuba via North American ports; isn’t that right! 

Mr. McArr. That seems to be the intent of it; yes, sir. 

Mr. Stneman. To your knowledge, is it common for American car- 
riers to pay deferred rebates on such transshipments ? 

Mr. McArrt. I don’t have much knowledge of it, Mr. Singman. I 
really am not in a position to give you an answer. I think you mean 
New York-Cuba Mail Steamship Co., North Atlantic and Gulf. 
These are two, I believe, American-flag lines. 

Mr. Stneman. Yes. 

Mr. McArr. I think your question was: via transshipment route. 

Mr. Stneman. That is right. I take it you don’t have that problem 
in your trade. 

Mr. McArr. No, sir. 

Mr. Stneman. I would like to offer these documents for the record 
at this point, Mr. Chairman. 

Mr. Dononve (presiding). Without obyection, they will be 
received. 

(The documents referred to are as follows:) 
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(The document referred to at p. 521 follows:) 


PACIFIC COAST EUROPEAN CONFERENCE 


16 CatgeOOmwra StHeeT . Sam FRamCISCO 11 . CalirOemea ~~" 
ae 


a. 
ree ’ " 


Tuesday, Wednesday and Thursday 
June 11, 12 and 13, 1957 
Harrison Hot Springs, B. C. 


Alleged Rebating Abroad to Consignees 


- For soe time past, rumors have circulated regarding rebating to consignees and 
possibly other malpractices by members of this Conference. Data has been sighted by 
your Chairman ind Counsel which give re ere erect to these rumors, and it 
has been alleged that as a result of ee illegal acts, members have been deprived 
of traffic to which they were rightfully entitled due to their failure to "meet the com 
petition®. 


: The, seriousne the situation should not be minimised - any offender is guilty 
of @ breach of the Conference Agreement and subject to payment of liquidated damages up 
¢ to $10,000 and/or expulsion from the Conference. 


Of paramount importance, however, is the fact that the alleged acts are expressly 
forbidden and condemned by a United States Federal Statute, hamely, paragraphs "First" 
and "Second" of Section 16 of the Shipping Act, 1916. That section rakes it 


“unlawful for any common carrier by water, * * * either alone or in caa- 
junction with any other person, directly or indirectly - 

Eiret. To make or give any undue or unreasonable preference or ad- 
vantage to any particuler person, locality, or description of traffic 

in any respect whatsoever, or to subject any particular person, locality, 
or“Wpecription of traffic to any undue or unreasonable prejudice or dis- 
advantage in any respect whatsoever. 

+ . To allow any person to obtain transportation for property at less 
than the regular rates or charges then established and enforced on the line 
of such carrier by means of false billing, false classification, false weigh- 

* ing, falée report of weight, or by any other unjust or unfair device or means. 
Third. * * * * 
Whoever violates any provision of this section shall be guilty of a misdemeanor 
punishable by a fine of not more than $5,000 for each offense." 


It ie gecommended that an investigation by your Chairman and Counsel be undertaken 
abroad where the alleged malpractices are said to be taking place. 


Issued June 7, 1997 
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(The document referred to at p. 522 follows:) 
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ROP VY: SOUT PNCHTO A Mea bb aN 
CONFERENCE 


£ 


pee 


Trade to the West Coast of South America, including 
Straits of Magellan 


NOTICE TO SHIPPERS 


Shippers are hereby informed that, until further notice and subject to the undermentioned con- 
ditions,.each of the undersigned Steamship Lines will pay them a rebate of 10%¢ 0 on the net freight 


a 


., freight without primage) on all goods shipped by their Line except on such as may have been 
carried under special agreement. 


No rebate will be allowed on the extra freight charged to cover delivery at ports not named in 
the Tariff (condition No. 16 of the Outward Freight Classification), and no rebate will be allowed on 
Varcel Receipts, minimum Bills of Lading, Lump-sum freights, nor on the freight for Coal, Coke. 


Cement, Live Stock or Patent Fuel. 


The rebate is, however, subject to the following conditions and may be discontinued whenever 
in, of the undermgned Lines give notice thereof. 


The rebate will. be compyted-every-aix months, say up to 3lst December and 30th June, and 
we payable six months afterwards but only to shippers who until such due date of payment have seen 
fit to confine all their shipments {full cargoes of Coal excepted) to the undersigned Lines and have 
not directly or indirectly whether as Principals or Agents made or been interested in any shipment 
or a contemplating shipment by such shippers or by any other party (whether under c.i.f.. ¢. 
ind” t' ‘rob. ex Works, ex Warehouse or any other conditions whatsoever) by any other vessel from 
* the United Kingdom, Norway, Sweden, Denmark, Finland, Baltic Ports, North Russia, Germany, 
llolland, Belgium, France, Spain and Italy to ports on the West Coast of South America (South of 
Balboa, C.Z.; and including ports in the Straits of Magellan). 


aomrfswmew &e kee Ul 
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(The document referred to at p. 523 follows:) 


at. 
N.V. Nederlandsch-Amerikaageche Stoomvaart-Maaischappij 


Live pol ah 
Claim from Deferred Rebate oa i from Europe to Cuba 


« signed by the Merchant shipping the goods and by (tm cases where employed). 


TO'HOLLAND-AMERICA. Ng. 


Owverleat Uwe band you a statement of my/our shipments mad by your Company from Europe to Cubs during the 
«x months ended . 9 on which we of 10% om the act freight paid in ‘accordance with the terms 
uf Rebate Advice Note below. 


And Uwe hereby declare that during the said siz months, {; we hove fulfilled the conditions of that Rebate Advice Not 
’ [we also agree to be entitled to this rebate only if we Ghipments, until duc date of payment. to the Lines mentioved in the 
Rehate Advice Note below. . 
Sagnature of 
Signatures to be those of the firms or of * Address 
persons duly authorized to sign on their behalf. 


These Rebates should be paid to 


bgt) « _) Semone Ah Pegged 


4 Bin Geiss Adtundineil Ss ivan dilive ob ensih Siine te taliinn ieee, i 
REBATE ADVICE NOTE. 
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Mr. Stneman. Mr. McArt, is the membership in your conference 
open to all common carriers in the trade ¢ 

Mr. McArr. Yes, sir. 

Mr. Stneman. As a matter of fact, article 10 of your agreement so 
provides, doesn’t it ? 

Mr. McArrt. I believe that is the article I read this morning, yes, 
sir, it does. 

Mr. Srtneman. Do you recall the application of an Italian line 
for membership to your conference in 1957—it is the Italnavi. 

Mr. McArrt. Italnavi. I do,sir. 

Mr. Stneman. It is not the Italian Line, it is Italnavi. 

Mr. McArt. Italnavi. Yes, I do. 

Mr. Srneman. I call your attention to a letter from you as chair- 
man of the Pacific Coast European Conference to the Transmarine 
Navigation Corp., which was Italnavi’s agent in Los Angeles, Calif., 
dated July 23, 1957. In that letter you stated the following: 


GENTLEMEN: Further reference is made to your letter of June 13, 1957, in 
which application for conference membership was made on behalf of Italnavi 
Societa di Navigazione per Azioni of Genoa, Italy. 

A special meeting of the conference called for the purpose of considering this 
application was held today. After a lengthy discussion, the conference voted not 
to accept the line for membership in the belief that it had not complied with 
article 10 of the conference agreement entitled “Membership” which reads as 
follows: 

“Any person, firm or corporation regularly operating, or giving substantial 
and reliable evidence of intention to operate regularly, as a common carrier by 
water in the trade covered by this agreement may become a member of the con- 
ference upon the agreement of the parties as provided in article 8 and by af- 
fixing his, their, or its signature hereto, or to a counterpart hereof. No eligible 
applicant shall be denied membership except for just and reasonable cause and 
no membership shall become effective until notice thereof has been sent to the 
governmental agency charged with the administration of section 15 of the U.S. 
Shipping Act, 1916, as amended.” 

Article 10 as written above is contained in the copy of the conference agree- 
ment furnished you with my letter of June 18, 1957. 

Yours very truly, 
J. F. McArt, Chairman. 


Can you explain to the committee why the conference denied 
membership to Italnavi at that time ? 

(The document referred to appears at p. 533.) 

Mr. McArt. Yes, sir. There was a doubt in our minds that they 
were complying with the requirement of article 10, which says that 
they must be a common carrier as defined in the Shipping Act of 
1916. 

It should be remembered—and that does not, I am afraid, appear in 
the letter that you have there, sir—the Italnavi Line is a peculiar 
carrier in the sense that its activity from Italy to the United States 
was, and I think still is, confined largely to the transportation of these 
little cars you see scooting around the streets, the Fiat automobile. 
» think they also carry some Simca cars, which are also in the same 
class. 

It is my understanding that the line is perhaps wholly owned by 
Fiat. And it was because there was a doubt in the minds of the con- 
ference, for that reason we did not at that time, at that particular 
meeting, accept them for membership, 

As I said, it was because there was a question, in view of the peculiar 
nature of their operations, and as to whether they were going to oper- 
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ate the same as all others as a common carrier within the definition of 
the Shipping Act of 1916, whether they were eligible for membership. 

Mr. Stneman. Do you believe that the letter you sent to Italnavi’s 
agent notifying him of the result of the conditions adequately in- 
formed them as to why their application was denied ? 

Mr. McArrt. Well, of course, that is a matter of judgment, and 
sometimes our later judgment might have its effect upon what we did 
heretofore. And there is nothing much I can say to you at the moment, 
except that we did tell them, we didn’t feel that they were eligible 
under the membership. Whether we should have said more or less, 
I don’t know. 

Mr. Stneman. Actually, all you did was, you said they weren't 
eligible, or you said that they didn’t qualify without explaining why, 
isn’t that correct ? 

Mr. McArt. Well, we had a lot of discussions over the phone, and 
soon. I don’t recall now. I know that when that letter was handed 
to Mr. Linder there were discussions had with them at the time. It 
doesn’t appear in the letter, there is no question about that, and at this 
date I can give you no other explanation other than what I have just 
given you. 

Mr. Stneman. If the conference doesn’t clearly explain the reasons 
for its action, doesn’t that largely nullify the requirement of open 
membership ¢ 

Mr. McArrt. Mr. James has informed me that in view of the legal 
questions involved—and I can assure you there aren’t many of the 
character you have just cited—I did inform the applicant of what 
those reasons were, in conversations, whether by telephone or in our 
office, I am not sure. 

Mr. Stneman. Do you now make it a practice to notify unsuccessful 
ge at length as to why they were denied membership ? 

Mr. McArt. To tell you the truth, I don’t know of any other besides 
this one, Mr. Singman. There might have been some, I don’t recall. 

Mr. Stneman. Would you make such information available to an 
unsuccessful applicant ? 

Mr. McArrt. Certainly, yes, sir. In my opinion, we always have, 
although when I say “we always have” there have been no unsuccess- 
ful seelibanda that I can recall. 

Mr. Stneman. Let me call your attention to a letter sent to the 
Transmarine Navigation Co., dated August 1, 1957, in which you said: 

While it is not practicable for me as chairman of the conference to advise 
you of the individual reasons of the members which resulted in failure to ad- 
mit the applicant, nevertheless I believe that the basis of the decision was failure 
of the applicant to show satisfactorily that it would inaugurate and maintain 
common carrier service on a regular basis in this trade. 

Is it possible for you to determine what reasons the members have 
for denying membership? 

(The document referred to appears at. p. 536.) 

Mr. McArr. No, sir, it is not ible, Mr. Singman, for me to 
ascertain in any case, I just would not be given the reasons. The 
members have a discussion pro and con on any problem, whether it is 
the admission of a line to membership, they vote upon the action, and 
the reasons which prompt them to vote “Yes” or “No,” in many 
cases they would absolutely refuse to give the reason. This is one 
case in which admittedly there is.a rollcall vote made. In most cases, 





530 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


however, it is a secret ballot because of the competitive nature par- 
ticularly of freight rates. 

And I don’t even know who votes “Yes” or “No” in those cases, 
In this particular case there are various reasons doubtless as’ to 
why—it might be a good reason, or it might not be, I don’t know, and 
I have no means of knowing. 

Mr. Stneman. If the conferences are to be required to keep their 
membership open, isn’t it almost essential that the conference be re- 
quired to explain to unsuccessful applicants why their application 
is denied ? 

Mr. McArt. Well, we did, we told them that we didn’t think they 
complied with the common carrier 

Mr. Stneman. I am asking you, whether as a general proposition, 
conferences shouldn’t be required to explain to applicants why they 
are unsuccessful ? 

Mr. McArr. I wouldn’t know whether they would or not, I can 
only speak for myself, Mr. Singman, and tell you that I am confident 
that we do advise applicants—we would advise an applicant as to 
what the reasons are. 

Mr. Srneman. You just indicated you couldn’t, because you 
wouldn’t know. You might not even know who voted “No.” 

Mr. McArt. Now you are getting down to why they vote “No,” 
and so on. But, as I told you, the reason in this case, what prompted 
individual lines to vote “Yes” and “No” is something else again. ey 
could have disregarded the discussion, and so on and so forth, and 
gone completely contrary to what would appear to be the consensus 
of those at the table, but I wouldn’t know why. 

But, in this case, they were told that they did not comply—— 

Mr. Stneman. I take it you could tell from the discussion what the 
general objections are. 

Mr. McArt. Not necessarily. In this case, it was a legal objection 
that arose, which was the belief that they did not conform to the 
common carrier obligation, which is the only basis on which they 
could become a party anyway, a common carrier as defined in the 
Shipping Act. 

r. Srneman. Let me ask you whether you would have any objec- 
tion to the requirement that conferences notify inductantal appli- 
cants as to the reasons for their objection ? 

Mr. McArr. You mean would I have any objection if it were written 
into the statute, is that what you mean ? + 

Mr. Stneman. Yes. 

Mr. McArr. Well, if it were written into the statute, it just seems 
to be one of those things that naturally you would give an answer 
to. I don’t think, with all the laws that we have on the statute books, 
that it would be necessary to do it, Mr. Singman. 

Mr. Stneman. Do you have any objection ? 

Mr. McArrt. No, not personally T don’t have any. 

Mr. Stneman. Mr. McArt, are the members of the Pacific Coast 
European Conference parties to any interconference agreement with 
the members of any other conference ? 

Mr. McArr. The only agreement of the character I think you mean 
is one, and that is, there is an arrangement with three of the members 
that are serving the trade from Hawaii to Europe—we called it the 
Pineapple trade—whereby those three lines make rates directly from 
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Hawaii, or the Hawaiian Islands, to Europe. Sometimes a cargo will 
be a transshipment at, say, San Francisco, and we have an arrange- 
ment in that case whereby the rates of freight are stabilized in the 
trade. That is the only one I can recall at the moment. 

Mr. Styeman. Are the members of your conference parties to an 
interconference agreement with the members of the Gulf-Mediter- 
ranean Conference ? 

Mr. McArrt. No, sir, not that I know of. 

Mr. Stneman. Do you discuss rates with representatives of that 
conference ¢ 

Mr. McArr. I don’t discuss rates with them, Mr. Singman. Mr. 
Carlys, unfortunately, passed away recently, but while he was living 
he was kept informed as to rates which had a common impact, if 
you will, upon shippers which used the gulf gateway and those which 
used the Pacific coast. 

Let’s take, for example, the cotton rates, cotton rates are very vital 
to the State of California. Whatever change takes place out of the 
gulf on cotton rates has a very direct bearing on the cotton industr 
in California, and certainly so far as Carlys was concerned, or myself, 
we kept ourselves promptly posted on what we were doing in the 
matter of rates. There was no agreement between us to do it, it was 
a matter of good faith, because the cotton people who talked with 
me and with my member lines would certainly feel we were highly 
derelict in our duty if we did not know what was going on in other 
trades with respect to cotton prices. 

No agreement. 

Mr. Stneman. Didn’t you feel it necessary to file a memorandum 
of this understanding to coordinate rate movements between the 
two—— 

Mr. McArrt. There was no coordination, Mr. Singman, I will not 
agree there was any coordination whatsoever. There was no agree- 
ment whatsoever between Mr. Carlys and myself. I exchanged in- 
formation, if you will, with Mr. Andrews in New York, with any other 
conference chairman that I think will enable him to do a better job for 
his members, and I hope that he will do the same thing for me. 

It should be borne in mind, Mr. Si an, that all of the conference 
chairmen, myself included, the Board has required that we put into 
our conference agreements a statement or an article to the effect that 
we must. furnish the Federal Maritime Board with our rates. I 
could get that information directly from the Board. But what we do 
is to get it directly from the people who are establishing the rates, 
for no other purpose, believe me, than to do a better job for the people 
we are working with. 

In other words, we would be working blindfolded, with blindfolds 
on, if we didn’t know what the rates were from other areas. 

Mr. Stineman. Do you have such working agreements or arrange- 
ments or discussions with Mr. Dennean of the Far East Conference? 

Mr. McArrt. No. Just asa general matter of interest I might once 
in awhile ask Mr. Dennean what his rates are, but there is not much 
connection between his rates to the Far East, Mr. Singman, and m 
rates from the Pacific coast to Europe. I might have gotten in touc 
with Mr. Denuean, it is true, but there was no arrangement, no agree- 
ment, no understanding. 









532 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Stneman. Mr. Chairman, I should like to offer for the record 
at this point a series of documents from Mr. McArt’s files concernin 
rate information passed back and forth between the conferences, om. 
suggest that it be referred to the Federal Maritime Board for their 
consideration. 

Mr. Dononve. It is so ordered. 

(The documents referred to are as follows :) : 
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(The document referred to at p. 528 follows:) 
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Memorandum for the File. 
Subject : Italnavi Societa di Navigazione per Azioni. 


The original an one copy of my letter dated July 23, 1957, addressed to 
Transmarine Navigation Corporation concerning the refusal of the Conference 
to admit Italnavi to Conference membership was given in person by the writer 
to Mr. Max Linder, Jr., President of Transmarine Navigation Corporation, last 
evening in the course of a cocktail party given by N.Y.K. Line at the Stock 
Exchange Club in honor of Mr. S. Kikuchi who is leaving San Francisco and in 
welcome of his successor, Mr. O. Akabane. 

This occasion gave me an opportunity to discuss the situation with Mr. Linder 
who was greatly distressed over the action taken by the Conference in turning 
down Italnavi’s membership request. Mr. Linder said the Fiat Corporation 
which is the holding company for Italnavi has made long range plans for selling 
in the American market and which embraced the idea of making the entering 
wedge on the Pacific Coast. He said that a large supply of motor parts haé 
already been shipped to the United States via the Italian Line and arrange 
ments made through Oldsmobile dealers to sell the cars on the Pacific Coast, 
This is confirmed by the fact that Van Ness Motors, Oldsmobile dealers in this 
city, are now advertising Fiats for sale. 

Mr. Linder said that Captain Ganter, President of Italnavi, made it clear 
that in order for the shipping venture to be profitable there must be returned 
cargoes, furthermore the number of cars to be imported monthly must be in- 
creased from the present total. This is the reasoning behind the statement that 
a second vessel is expected to be gotten ready for the run. 

Mr. Linder plans to leave for Europe about August Ist and after visiting 
Germany will then proceed to Genoa for a further conference with Italnavi. 
Mr. Linder made it perfectly clear that he is confident Italnavi will not accept 
the Conference's decision without taking further action on their part. Mr. 
Linder hoped that it would not be necessary to approach the Federal Maritime 
Board and institute formal proceedings but indicated that, if necessary, that 
step would be taken. It was made clear to Mr. Linder that there was no 
barrier toward his placing additional information before the Conference if he 
so desired and it is believed he will avail himself of this opportunity. 

Mr. Linder wished to have given to him the reasons which prompted the lines 
to vote in the negative. It was explained to him that the “reason” which 
prompts anyone to vote yea or nay is many times never revealed and this is 
particularly true in the present case. My letter, however, made it clear that 
Article 10 governing admission of new lines was the only basis upon which a 
line seeking membership could be considered and the Conference's action must 
be based upon that Article. He agreed that it would be most difficult if not 
impossible to actually know the “reasons” prompting the manner in which a 
person votes. 

Mr. Linder stressed the age of Italnavi, i.e., having come into existence in 
1924, it was not a fly-by-night or new comer in any sense of the word. He 
said that it had maintained services to South America for several years past and 
that the usual type of: vessels are operated on that run together with specialized 
types similar to the one now in service to the Pacific Coast of the United. States. 
He stated that the “Italterra” had the permanent decks installed at great expense 
to the company who was convinced that this procedure afforded the only means 
of assuring proper transportation for automobiles. Mr. Linder contrasted 
this type of vessel with those of other operators, principally those flying the 
German flag, which had false decking set up in them. These vessels run into 
much expense in setting up and taking down the false decking and this is 
obviated in the case of vessels which are permanently converted in the manner 
above stated with regard to the “Italterra”. 

J. F. McArt, Chairman. 


TRANSMARINE NAVIGATION CorP., 
812 Wilshire Boulevard, Los Angeles, Calif., U.S.A., July 29, 1957. 
Subject: Italnavi Societa Di Navigazione, per Azioni, application for confer- 
ence membership. 

Mr. J, M. McArt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 

Deak Mr. McArt: We have received your letter of July 23, informing us of 
the action taken by the member lines at a special meeting in which the applica- 
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tion of Italnavi Line was rejected in the belief that it did not comply with 
Article 10 of the Conference Agreement. 

This letter is intended to supplement our original application for membership, 
and to request immediate reconsideration for admittance. 

We can appreciate that it is difficult for the Chairman of a Conference 
to state the reasoning of each member casting a negative vote, but we frankly 
feel that our principal was entitled to receive a more detailed explanation 
from the voting members as to why the original application was not favorably 
considered. 

In Rule 10 it clearly states that nv eligible applicant shall be denied member- 
ship, except for just and reasonable cause, and yet the Conference seemingly 
cannot offer us evidence to support the negative vote. 

If you will review the original application carefully, substantial evidence 
was submitted that our principal is fully prepared to assume common carrier 
obligations relating to both handling of documents and scheduled sailings. 
It was specifically mentioned that plans were being studied for the employment 
of a second vessel in the near future. To remove any further doubt as to the 
intention of Italnavi to operate as a liner carrier, it is important to consider the 
following facts: 

(1) Italnavi was incorporated in Genoa, Italy, in 1924, and has probably 
been longer established as a steamship company than most of the present 
lines enjoying membership in the Pacific Coast European Conference today. 

(2) They own or control more than 20 vessels in the 10,000 ton class 
and over. 

(3) They are long experienced in Conference activities and operate in 
regular service as Conference members in the Mediterranean and to the 
East Coast of South American from Italy. 

(4) They have expended approximately $250,000.00 for the Conversion of 
the M/V “Italterra” to carry automobiles in scheduled movements to the 
Pacific Coast. 

(5) A sizable organization was set up several months before the first 
arrival of the M/V “Italterra” to handle Fiat automobiles on the West 
Coast, and over $100,000.00 has been spent in advertising this imported 
product in the United States to date. Large quantities of spare parts were 
shipped over a period of several months prior to the time they commenced 
carrying automobiles in order to maintain and service their product on the 
Pacific Coast. 

(6) They have studied at length detailed reports submitted by this office 
three years ago on a proposed Mediterranean service, and their entry into 
this route is the culmination of serious plans for a long range development 
of trade between Italy and the West Coast of the United States. 

(7) The westbound movement of automobiles serves logically as a means 
by which they can inaugurate such a service at this time. 

(8) To the best of our knowledge there is no provision in Rule 10 which 
restricts applicants from booking or chartering any type of cargo on a west- 
bound movement that will permit a round voyage to be economically sound, 
and the application for membership in your Conference should be consid- 
ered on the basis that they fully intend to operate as a regular common 
earrier from the Pacific Coast to Mediterranean ports with advertised 
scheduled sailings. 

We hope this additional supporting evidence is sufficient to remove any 
further objections on the part of the Conference to admit Italnavi Line for 
immediate membership. 

We feel that in every respect our principal and this office have cooperated 
with the Conference in furnishing information required for an intelligent review 
of the application, and we are confident that the Conference has no desire to 
involve itself in legal proceedings over an issue that can and must be settled 
in a friendly manner. 

If possible we respectfully request this letter be presented to your members 
at a special meeting this week, enabling a vote to be taken and the decision 
of the Conference made known to the undersigned before his departure for 
Europe on August 1. 

Yours very truly, 

TRANSMARINE NAVIGATION CorP. 
(General Agents for Italnayi Line), 
Max J. LINDER. 
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(The document referred to at p. 536 follows :) 
Aue6ustT 1, 1957. 
Subject: Italnavi Societa di Navigazione per Azioni—Application for Confer- 
ence Membership 


TRANSMARINE NAVIGATION CORP., 
Los Angeles, Calif. 


GENTLEMEN : The request of Italnavi Societa di Navigazione per Azioni for 
reconsideration of its application for Conference membership was considered 
today. The Conference again voted against admitting the applicant to member- 
ship. 

While it is not practicable for me as Chairman of the Conference to advise you 
of the individual reasons of the members which resulted in failure to admit the 
applicant, nevertheless I believe the basis of the decision was failure of the 
applicant to show satisfactorily that it would inaugurate and maintain common 
carrier service on a regular basis in this trade. This conclusion was apparently 
based upon a belief that the special design features of the SS “Italterra” would 
limit the vessel’s operation in the trade to the market demands for Fiat automo- 
biles in this country and that the applicant would not maintain service beyond 
such need. In the opinion of members of the Conference this made the service 
of the applicant speculative and not indicative of a continuing regularity in this 
trade. 

Very truly yours, 


J. F. McArt, Chairman, 








So BWP = ee Fr UL Oe 


MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 537 


Transmarine Navigation Corporation YO 
812 Wilshire Boulevard Pe £ -74 
Los Angeles 17, Calif. 


August 15, 1957 
AIRMAIL 


Pacific Coast European Conference 
16 California Street 
San Francisco ll, California 


Attention: Mr. J. F. McArt 
Chairman 


Gentlemen: 


ITALNAVI 
SOCIETA DI NAVIGAZIONE PER AZIONI 
APPLICATION FOR CONFERENCE MEMBERSHIP 


Your letter of August 1 is hereby acknowledged. 


Surprise and extreme disappointment could well describe Italnavi Line's 
reaction to the position that the Pacific Coast European Conference has thus 
far taken in rejecting their twice submitted application for Membership. 


We now take pleasure in quoting "in toto", a recent communication received 
from Italnavi Line, which no doubt will be of interest to the member lines. 


"We are in receipt of your cable of the 2th inst. irnforming us that our 
application for membership was rejected by the CONFERENCE. 


"We are greatly surprised at this decision as we think it unright. We beg you 
therefore to appeal against the decision ani ask for the re-examination of 
our application, bearing in mind that: 


--"since May 1957 we are carrying out our regular liner serviee with M/S 
ITALTERRA. In next October we will employ on the line also the sistership 
M/S ITALCIELO, therefore there will be a sailing every month; 


- "we repeat our intention to operate regularly as common carrier. Both 
ITALTERRA AND ITALCIELO have engagements for several years tut also without 
cars we will remain on this line. In fact, you know well that this service 
was under study since 1954 when no cars shipments were expected and which 
have only quickened the realization of our program; 
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- "our Company has been these eight years member of the CONFERENCE ITALY 
SOUTH AMERICA and we have on this line 3 vessels carrying out our regular 
service (ALPE - SESTRIERE - SISES), with 18/20 sailings per year. 


“We trust you will do your utmost in order to obtain, at the soonest, the re- 
examination of our application and please keep us informed about the outcoming. 


"Thanking you, we are." 


Our Principals have requested that the attached projected schedule of sailings 
be submitted for the Members' perusal, which as you will please note, takes 
into consideration the employment of both the "Italterra” and "Italcielo", 

and projects their intentions to “inaururate and maintain common carrier ser- 
vice on a regular basis in this trade." 


We were cautioned, however, that this schedule is likely to be altered con- 
siderably since a third unit, "Italmare", will probably be brought into service 
by the end of December 1957, which will then provide a sailing every three weeks. 


In the light of this additional information, may we again respectfully request 
that a special meeting of the Member Lines be called at the earliest date 
possible in order that this formal request for Conference Membership be considered. 


Yours very truly, 


TRANSMARINE NAVIGATION CORPORATION 
GENERAL AGENTS FOR ITALNAVI LINE 


/s/ JF. O'Leary 
J. F. O'Leary 


JFOsed = enc. 
ce: Italnavi, Genoa 
NYK, San Francisco @/enc. 
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Mediterranean/ United States of America Pacific Mediterranean, August 1957 


Italterra | Italterra | Italterra | Italcielo | Italterra | Italcielo | Italterra | Italcielo 
Vg.1 Vg. 2 Vg.3 Vg.1 Veg. 4 Veg.2 Vg. 5 Vg.3 


1967 
July 14 | Sept. 17 | Nov. Nov. 30 b Feb. 
July 29 | Oct. 2) Nov. Dec, 15 | Jan. Feb. 
Aug. 1] Oct. 5) Nov. Dec. 18 c Feb. 
Aug. 11 | Oct. 15 | Dec. Dec. 28 : Mar. 
Aug. 14 Oct. 18 | Dee, Dec, 31 \ Mar. 


1958 
Aug. 26 | Oct. 30 | Dec. 23! Jan. 12 ; Mar. 
Aug. 29 | Nov. 2/ Dec. 26 | Jan. 15 Y Mar. 


1958 
Genova/Marsiglia_...| July 10 | Sept. 14 | Nov. 18 | Jam. 11 | Jan. 31 | Mar. 18/ Apr. 


Italterra | Italcielo | Italterra | Italcielo | Italterra | Italcielo | Italterra 


Marsiglia_| Apr. 11 


Aug. 


Sept. 
Sept. ‘ 
Sept. Oct. 6 


/ 
Marsiglia.| June 12 y Oct. Oct. 22 | Dec. 


PaciFIc Coast EUROPEAN CONFERENCE, 
San Francisco, Calif., September 24, 1957. 
Subject : Italnavi Line—Italnavi Societa di Navigazlone per Aszioni. 


REGULATION OFFICE, 
FEDERAL MARITIME BOoarp, 
Washington, D.C. 

GENTLEMEN: The application for conference membership made on behalf of 
the above-mentioned line was accepted at a meeting of the conference held Mon- 
day, September 23, 1957, and is effective today, September 24, 1957, pursuant to 
article 10 of the conference agreement. 

A counterpart of the conference agreement as amended to date was signed 
today in the following manner : 

ITALNAVI LINE, 
Italnavi Societa di Navigazione per Asioni. 
By TRANSMARINE NAVIGATION CORP., 
General Agents. 
(S) Max J. Linder, 
Max J. Linper, President. 

SAN Francisco, Cauir., September 24, 1957. 

It would be appreciated if you would amend your membership record of 
this conference in accordance with the foregoing. 

Yours very truly, 
(Signed) J. F. McArt, 
J. F. McArt, 
Chairman. 
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Far East CONFERENCE, 
New York, N.Y., August 10, 1949. 
Mr. J. F, McArt, 
Pacific Coast European Conference, 
San Francisco, Calif. 

Dear Mr. McArt: I certainly was very interested in the information contained 
in your letter of August 5th as well as your wire of the same date notifying 
me of the withdrawal of a special rate on Cotton Linters. 

This question of rate reduction is very active with me at this moment, and 
the information you have sent me is very helpful. 

Very truly yours, 
J. A, DENNEAN, 
Chairman. 
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San Francisco, California 
Jane 5, 1956 


Conference at general meeting today increased eotten rates fifteen cents per 
100 pounds all rate groups, effective August tenth. 

@. F. Moart, Chairman 

Paeifie Coast Buropean Conference 


JFM:de 
- Fast Wire 
: P.C.E.C. 
4 P. M. 
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Mr. Stnreman. Mr. McArt, does the Pacific Coast European Con- 
ference agreement contain a provision that requires member lines 
to pay a penalty in the event they resign and then subsequently seek 
readmission ? 

Mr. McArrt. Yes, it does, if they seek it within a particular period 
of time, which I believe is 3 years—yes, it is. 

Mr. Streman. And is the penalty $12,500 for that readmission ? 

Mr. McArr. Yes, sir. 

Mr. Stneman. How long has the Pacific Coast European Confer- 
ence had such a provision ? 

Mr. McArrt. I believe it was put into the agreement when it was 
approved—it took about—over a year to get approval of this a 
ment. It was shortly after it was signed on the 4th day of March 
1936, but it took over a year to get approval. 

Well, it was in that agreement when it was filed, Mr. Singman. 
As a matter of fact—yes, it was in that agreement then; it has been 
in there since. 

Mr. Stneman. Is that penalty rigidly enforced ? 

Mr. McArr. Oh, we have had no need for enforce it, Mr. Singman, 
except as regards the reentry of lines that were considered enemy 
nationals in World War II. When the war was over and they re- 
entered the trade, we entered into an arrangement approved by the 
Maritime Commission, and so on, which caused them to pay us, not 
the full $12,500—my recollection is they paid the dues and other things 
they would have paid had they stayed in during that period. But 
no one has come in and paid the full $12,500. 

Mr. Stnreman. But those lines were out for more than 3 years, 
were they not? 

Mr. McArr. Oh, yes; that is right. 

Mr. Srneman. Why is it 

Mr. McArt. I should explain to you that the 3-year limitation was 
ve in by the conference because they felt it was more fair to these 
ines to have some limitation. The idea of that particular clause, 
Mr. Singman, is to prevent lines from coming in and, say, picking 
off the cream of the crop, to skim it off, go out of the trade and come 
back next year, and so on. In other words, if you are going to be 
a conference member, stay in there and carry some of the heat and 
burden of the years. 

Mr. Stneman. But doesn’t it conversely provide, doesn’t it force 
a member of the conference to remain in the conference even though 
it disagrees very strongly with a conference decision, even though 
it would like to resign? 

Mr. McArr. Mr. Singman, may I assure you that $12,500 in the 
operation of a vessel or a line in the Pacific coast European trade is 
picayune. 

Mr. Stneman. Has anybody paid you? 

Mr. McArr. No; I have just told you it would not be a deterrent, 
I will assure you. 

Mr. Stneman. But nobody has paid it? 

Mr. McArr. No. You can lose $12,500 on 3 or 4 days delay of 
a ship at the Pacific coast under today’s operating conditions, believe 
me. No one has paid it because no one has ever sought to come back 
m the trade. 
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Mr. Stneman. You have just said, Mr. McArt, the purpose of the 
provision is to discourage members from staying in the sacidina and 
then leaving and then coming back and forth, isn’t that right? 

Mr. McArr. Just amoment. What I said was, year by year. Now, 
that. might well be something, yes, but people don’t do that. That 
would accuses them, perhaps; yes. 

Mr. Stneman. It would not discourage an isolated instance of some: 
one resigning and then becoming readmitted ? 

Mr. McArr. They either stay in the trade, Mr. Singman, or they 
get out for good. You don’t have—I don’t know of any of these 
member lines that would do that. From that respect, it would be a 
deterrent; yes. 

Mr. Srineman. Suppose a member line objected strenuously to a 
rate increase, and wanted to resign from the conference, but wanted 
to remain in the trade. If it decided to come back within 3 years it 
would have to pay the penalty? 

Mr. McArrt. That is right; it would. 

. Mr. Stneman. And doesn’t this provision discourage them from 
oing so. 

Mr. McArt. Maybe. That is something they would have to decide. 

Mr. Stneman. In other words, the members of your conference have 
to follow the dictates of the other members or pay the penalty ? 

Mr. McArt. Would you give me that question back ? 

Mr. Srneman. Would the reporter read it? 

(The reporter read from his notes as requested.) 

Mr. McArrt. I don’t believe I quite understand that. Everybody 
agreed tothis. This was something that was, and I say, reduced from 
infinite down to 3 years. And all of the members agreed that that 
was it, they would all be bound to pay the $12,500 if they acted——— 

Mr. Srtneman. But decisions are being made all the time by the 
conference; isn’t that right? 

Mr. McArr. That is correct. 

Mr. Stneman. And my question was whether or not it was true 
that any member of the conference would have to be bound by the 
decision of the other members or else pay the penalty ? 

Mr. McArt. Exactly—certainly. 

Mr. Stneman. In most conference agreements if a member doesn’t 
like what the conference is doing, they resign, they get out ? 

Mr. McArr. That is correct. 

Mr. Stneman. In your trade, if they do it is going to cost them 
$12,500, isn’t that right? 

_ Mr. McArr. If they want to come back in, if they want to come back 
in. 

Mr. Srncman. Most established lines would, wouldn’t they ? 

Mr. McArrt. I beg your pardon? 

Mr. Stneman. Most established lines would want to come back in, 
wouldn’t they ? 

Mr. McArr. No; I disagree with that, I don’t think so Mr. Sing- 
man, if they resign they resign. And, as I told you, two lines have 
already resigned effective this month, and I am sure they have no 
intention of coming back. 

Mr. Stneman. Those are lines that are going out of the trade, I am 
talking about a line that wants to remain in the trade but doesn’t like 
what the conference is doing. 
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Mr. McArr. That is their prerogative then to resign from the con- 
ference and stay in the trade if they wish to. But if they wish to 
come back in the conference, as they agreed when they signed their 
agreement, they know that it will cost them $12,500. 

Mr. Srneman. This is a deterrent to resignation of a member of the 
conference for a period, isn’t it ? 

Mr. McArt. Well, maybe it is. 

Mr. Sryeman. That is the purpose, sir? 

Mr. McArr. Well, possibly it is one—I have told you what the 
purpose was, 

Now, maybe we have overlooked something that might be an- 
other purpose, I have told you that they don’t want people coming 
in in the fruit season. It was put in many years ago, it was put in 
in 1936. And they did not want people, for example, to come in 
during the apple season up north, in a few refrigerated vessels, 
for example, make a half oe sailings, or maybe a dozen, and then 
resign, come back in the next season. They wanted them in the con- 
ference or out, as the case might be, one or the other. 

Mr. Srneman. Isn’t it fair to say, Mr. McArt, that you and your 
conference are commly opposed to any nonconference competition or 
independent action by individual steamship lines? 

Mr. McArt. Yes, sir, very much so, sir. 

Mr. Strveman. I would like to call your attention to a copy of a 
letter from your files dated April 18, 1956, and sent by you to Mr. 
George R. Weiss, then manager of the Great Lakes Overseas Freight 
Conference. Much of that letter is irrelevant for the present pur- 


poses, but I would like to read one paragraph from it to you. 


Before concluding, I would like to add that both Leonard James of con- 
ference counsel and myself, extend congratulations to you and to your counsel 
for the vigorous stand the latter recently took in connection with Isbrandtsen, 
the conference system’s historic opponent. O’Connor apparently succeeded in 
placing a halo over the head of Isbrandtsen, or in some other fashion, woven 
a spell which seems to make the Washington officials, as well as most con- 
ferences with which he has jousted, look at Isbrandtsen with a “holier than 
thou” approach. However, Isbrandtsen’s luck has not been so good lately and 
so far as my conference is concerned, you may rest assured, it will continue 
to oppose him at every step. The most disheartening aspect of all, however, 
is the patronizing manner accorded Isbrandtsen by so many conferences. It 
is indefensible to me that conference attorneys, as well as witnesses for the 
conferences themselves, should testify before examiners for the Federal Mari- 
time Board that outsiders such as Isbrandtsen are entitled, and I repeat the 
word “entitled,” to a fair share of the contract cargo moving in the respective 
conference trades. At the same time those conferences call their shippers rate 
agreements, or shippers’ contracts, “exclusive” patronage contracts. 


Does that accord with your present view, Mr. McArt? 

(The document referred to appears at p. 567.) 

Mr. McArt. It certainly does, Mr. Singman, 100 percent. 

Mr. James. And mine, too. : 

Mr. Stneman. Do you regard your conference as the chosen instru- 
ment for carrying cargo between the west coast of the United States 
and Europe? 

Mr. McArr. I do not know what you mean by the chosen instru- 
ment. 

Mr. Stneman. It issomething—— 

Mr. McArr. It is a little foreign to shipping, I would say. 

Mr. Stneman. As something due Government sanction and support 
and control exclusively ¢ 

70300 O—61—pt. 3, vol. 137 
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Mr. McArt. Well, of course the conference system was in effect 
for a long, long time before the United States took it upon itself to 
exercise a supervision over these agreements, so that there is nothing 
really new about the conference system. I would not say it is a 
chosen instrument, it has been something which the carriers, since 
the advent of steam, have seen was absolutely essential in order to 
provide the regularity of service and the kind of rates and so on that 
their patrons need. 

Mr. Streman. But I take it you think that the conference and the 
conference alone should carry this trade, 100 percent of the trade? 

Mr. McArt. The members of the conference do not deny member- 
ship to anybody who wants to come in. - We never denied membership 
to Mr. Isbrandtsen. We have never denied membership to Mitsui; 
I invited them twice to come in. I have invited other lines to come 
in—Hanseatic-Vasa-Line is one I have extended an invitation to. 

Mr. Singman, believe me, we have not intended to keep people out 
of the conference. We want them in. 

Mr. Stneman. But you want them out of the trade unless they 
are members of your team; is that right? 

Mr. McArrt. I did not say that, sir. I have said to you, we want 
them in the conference. We would prefer that they would take 
their ships and go in somebody else’s backyard, don’t play in ours. 

Mr. Stneman. But you would make every effort to keep them out 
of the trade unless they belong to your organization ; is that not right? 

Mr. McArr. You have got me wrong on that. I have no power to 
keep anybody out of the Pacific coast-European trade, believe me, if 
they are in that trade—— 

Mr. Stneman. But you would make every effort to keep them out 
if they would not join your conference ? 

Mr. McArrt. I suppose if it were possible for me to do so. . But it 
is not possible, nor is it possible for the members of my conference 
to keep them out. 

Let’s put it this way. We earnestly hope that no one will come 
in the Pacific coast-European trade that is going to operate regularly 
who is not a member of our conference, because we know that if they 
come in there and transport cargo at cut rates we have trouble, and 
our patrons have trouble. 

Mr. Srneman. Is it not your position with respect to f.o.b.-f.a.s. 
sales one which requires that all shipments going out of the west 
coast would go by your conference, whether they are f.o.b.-f.as., 
c.i.f., c. & f., or anything else ? , 

Mr. McArr. No. 

Mr. Stneman. What is your position with respect to f.o.b.-f.a.s.! 

Mr. McArrt. I think I should elaborate on that a little bit, Mr. 
Singman. 

My answer was “No.” Obviously that is the correct answer, be- 
cause there is a lot of cargo that moves off the Pacific coast that is 
not under contract. Now, if you are talking about the shippers 
who have traffic cargo which is covered by a shipper’s rate agree- 
ment with us—— 

Mr. Stneman. You say there is a lot of cargo that leaves the west 
coast not under contracts ? 

Mr. McArr. Yes, sir. 
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As I read to you earlier here, cargoes of grain and lumber, full 
cargoes, are not embraced within the scope of this agreement. 

ar InGMAN. Are there any nonconference competitors in your 
trade 

Mr. McArr. Certainly. There are all kinds of people who are 
carrying grain and lumber. 

Mr. tea Outside of bulk commodities like grain? 

Mr. McArr. Yes, but just a moment, now. Bulk grain and lum- 
ber are two of the most important cargoes that are carried by my con- 
ference lines, I donot want you to think that they are carried wholly 
by outsiders. 

Mr. Stneman. I do not think you are answering the question, Mr. 
McArt. 

Are there any nonconference competitors carrying cargo other than 
grain and lumber in your trade? 

Mr. McArr. Certainly. 

Mr. Stveman. What are they? 

Mr. McArr. I can think of one right now, which is a very serious 
competition for us. 

r. Sineman. Which one is that? 

Mr. McArr. It isa line called Saguenay Terminals, operating from 
Canada, and so far as I know it carries diatomaceous earth from Port 
Hueneme to Europe. 

Mr. Stneman. And that is also cargo? 

Mr. McArr. It is not bulk cargo. 

Mr. Stneman. And does it carry it from U.S. ports? 

Mr. McArr. Certainly. 

Mr. Stneman. Where to? 

Mr. McArr. Wherever they want to ship it. 

Mr. Stneman,. To Euro ? 

Mr. McArrt. That is right. 

There is also another Tine which is carrying wood pulp, and has 
been for over a year, out of mapas, ‘ychh Wash. 

Mr. Stneman. How many sailings are there? 

Mr. McArtr. How many sailings 

Mr. Stneman. Yes. 

Mr. McArt. Well, I would say probably monthly or better. 

Mr. Streman. And how about the other? 

Mr. McArrt. Saguenay ? 

Mr. Stneman. Yes. 

Mr. McArrt. For a while I kept track of it, and I believe that is was 
monthly. But at the present moment, Mr. Singman, I had better not 
hazard a guess. 
wee Srneman. How many sailings emanate from conference mem- 

rs 

How many sailings are there by conference members? 

Mr. McArr. Oh, more than 300 a year. 

Mr. Stneman. So the number of sailings is a pretty small per- 
centage, is it not? 

Mr. McArr. Now that is where we are making a mistake. The 
number of sailings, Mr. Singman, few though they may be, can just 
play hob with the conference lines. We have just now gotten over a 
period of a few sailings of the Wallenius Line taking canned goods 








552 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


ae to Germany that came close to breaking up the Pacific 
‘oast- European Conference. 

This is one line I do not think had more than, probably, in the 
course of a year seven or eight sailings. And yet it just about broke 
up the Pacific Coast-European Conference. We are just now getting 
back, we hope, into the good graces of the canned goods people. So 
therefore—— 

Mr. Stveman. How many resignations from the conference did you 
have as a result of that? 

Mr. McArr. None. 

Mr. Stneman. Why do you say that it nearly broke up the con- 
ference? 

Mr. McArr. Because four of the largest canned goods shippers 
terminated—rather, gave notice of termination of their shipper’s rate | 
agreement—and told us that they were making arrangements with out- 
siders to come on the berth and take their cargoes to Europe. 

Mr. Stneman. How did you get them back ? 

Mr. McArr. When I lelt for Washington, sir, there was only one [| 
that had terminated—I beg your pardon—that had withdrawn his | 
notice of termination. 

I believe, however, the others are going to do the same thing. 

Mr. Stneman. Why? 

Mr. McArt. They reached a satisfactory rate adjustment with us 
that caused them to terminate or withdraw their notice. 

Mr. Stneman. In other words, you finally became competitive with 
your rate; is that correct ? 

Mr. McArt. No, now, just a minute. 

In order to be competitive with our rates, Mr. Singman, we re- 
duced our canned goods rate from $1.85 a hundred pounds down to 
$1.50. That is $7 a ton below what was the fair rate—no complaint 
about it whatsoever. 

Mr. Stveman. But despite that reduction, your nonconference com- 
petition was charging much less, right ? 

Mr. McArr. Sone less. 

Mr. Stneman. Just a moment. I do not know what you mean by 
“some less.” Less than $1.50? 

Mr. McArr. We reduced our rate to $1.50 in order to keep our faith- 
ful shippers competitive with those shippers who were using the non- 
conference lines. 

Now, much is said about the activities of my conference and others 
in keeping these nonconference carriers out of the trade. Believe me, 
one of the things we have great trouble about is finding out what they 
charge. We reduced our rate from $1.85 to $1.50 a hundred pounds, 
and we have since learned we did not go down far enough to meet the 
other rate. 

Mr. Srveman. Shippers are not going to keep that information 
secret from you, are they ? 

Ifa —e is shopping around for the cheapest service, is he not 
going to tell you what he is getting from your competitor? 


Mr. MoArr. Just a moment, Mr. Singman. 

So far as these particular shippers using the nonconference lines 
are concerned, I daresay some of them did not know what the rate was, 
because the arrangement was made by the receiver of the cargo in 
Hamburg, Germany, with Mr. Wallenius. So, therefore, the shippers, 





























MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 553 


the few shippers that were using that service, turned the cargo over to 
Wallenius, and we did not know what the rate was. 

Mr. Sineman. Let me ask you this: If the arrangements were made 
abroad for the shipment, and the shipper here did not even know what 
the rate charged was, then he Sauna not be required to ship it by 
conference vessel, would he, under your contracts ? 

Mr. McArrt. If he had a contract, certainly he would; that is the 
whole purpose of the contract. 

Mr. Sryeman. You mean to tell me that under your contract you 
hold responsible an exporter of goods even when he does not have 
control over the shipment ? 

Mr. McArr. You did not say that. 

And furthermore, he always has control, Mr. Singman, I do not 
care who says he has not, any seller always has control of his own 
cargo. 

Mr. Sineman. Even where the buyer says “Ship it this way, or I 
will cancel my sale” ¢ 

Mr. McArr. Oh, that is something else again. You are going a 
little bit too fast. 

When the deal is made in the first place for the sale of the goods, 
there is always an understanding between seller and buyer. If I have 
something to sell to you and you want it, certainly you are not going 
to get it from me except on my terms, just like the Federal Maritime 
Board the other day sold some scrap Liberty ships and if I may take 
a moment to read it to you: 


Henceforth a buyer of Liberty flag vessels offered by the Maritime Adminis- 
tration for sale for scrapping purposes must agree that where any of the cargo 
resulting from the ships is exported, said scrap or an equivalent tonnage of 
scrap shall be shipped on American-flag line. 

The seller in this case is the Maritime Administration, and if you 
want their scrap, you agree to their terms of sale. 

Mr. Stveman. Mr, McArt, if you are not the Maritime Administra- 
tion, but an exporter of goods, and you are trying to sell your goods 
abroad, and the U.S. Government is urging all exporters to sell as 
much as they can abroad, and your purchaser abroad says, “Look, you 
ship it Wallenius or else,” you mean to tell me that you are going to 
hold him to his contract. 

Mr. McArrt. I certainly will, Mr. Singman. 

Let me also add, in my opinion I have never heard of 1 pound, 1 
cubic foot, 1 box, 1 bale or 1 anything that has ever been lost to an 
American exporter because of our policy with respect. to f.a.s. and 
f.o.b. sales. We are not concerned, Mr. Singman, believe me, as to 
how any shipper sells his goods. 

Now, in every case I can assure you that where we have gotten into 
trouble with shippers and they have given as an excuse that the 
f.a.s./f.o.b. deal is there, it has not in any respect whatsoever been 
found thatthe cargo would not have moved. 

Mr. Stneman. How do you explain the situation you were just talk- 
ing about where the arrangements for the shipment were made abroad, 
the rates were negotiated abroad, and the decisions were made abroad 
with respect to the shipment of goods, to such an extent that the 
seller here did not. even know what rate was being charged or what 
ship it was going on? 
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Mr. McArrt. In this particular case he was dealing with the agents 
of the receiver of the cargo in Germany; he was not concerned with 
it. He chose, however, deliberately chose—they did, there were more 
than one shipper—they deliberately chose to bypass the conference 
lines with whom they had been doing business and sell to this particu- 
lar exporter. 

Mr. Stneman. Mr. McArt, you said you did not know of one bag 
or one bale that was ever shipped abroad—— 

Mr. McArr. Lost, I said. 

Mr. Stneman. Then you said before that that the shipper, the seller 
in the United States always has control. 

How do you reconcile that with the statement that you just made 
that in this case the arrangements were made abroad ? 

Mr. McArr. Because he gave up his right to exercise that control, 
sir. It isa matter of agreement, as I said before. 

Mr. Stneman. Even where the right to exercise control requires a 
cancellation of the sale? 

_ Mr. McArr. T have never—that is what I have tried to tell you, 
sir—I have never seen proof that anybody has lost a sale. 

Mr. Stneman. Did you ever look for it? 

Mr. McArr. Yes, sir. And we have asked people if they have. 

My counsel in every proceeding in which T have sat with him—and 
he has also informed me that it 1s true where I have not been. there— 
every single shipper, who comes before him in these proceedings has 
been asked the question, “Have you ever lost a sale because of this 
conference’s position on the so-called f.a,s.-f.0.b. problem?”, and the 
answer invariably has been “No, sir.” 

Mr. Stroman. Is the reason for that because they circumvent the 
conference’s rules? 

Mr. McArr. No, I do not think they do. I do not know what the 
reason is, 

Mr. Stveman. That isa possible explanation, is it not? 

Mr. McArr. Now, Mr. Singman, the—— 

Mr. Streman. Ts that not a possible explanation, that they circum- 
vent the conference’s rules, and that is why they do not lose any cargo? 

Mr. McArrt. They would sell the cargo anyway. 

Mr. Stneman. To somebody else? 

Mr. McArr. Not necessarily to somebody else. 

Mr. Stveman. You mean to say, Mr. McArt, you have got two 
exporters of the same commodity, and the purchaser abroad says to 
A, “You ship by Wallenius because it is going to cost me $2 a ton 
less,” and he says, “No, I will not do it,” and B says he will do it, do 
you mean to tell me that the purchaser is going to continue to buy it 
from A nevertheless? 

Mr. McArr. In many cases, yes. 

Mr. Srneman. Why? 

Mr. McArr. For the simple reason that he knows that the shipper 
is not going to ship on any line but a conference line, and he needs the 
cargo, he wants the cargo, he is trying to make a deal, and he will make 
a deal. 

Mr. Stneman. That is assuming that all of the sellers or all of the 
exporters are tied up Lightly by your little agreement. But suppose 
there are some that are not ? 
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Mr. McArt. They are free then to ship however they see fit, they 
ship on conference lines, they are still American shippers. 

Mr. Stneman. You said a moment ago, Mr. McArt, that these one 
or two sailings a month almost broke up your conference. How 
could that happen ? 

Mr. McArrt. For the simple reason, Mr. Singman, that it created 
the greatest confusion and chaos in the canned goods market in Ger- 
many, and it was spreading rapidly to Holland and Belgium. And 
it did not at the moment reach the British Isles or the Scandinavian 
countries, at least not so far as I know. But when four of your big- 
gest shippers of canned goods in their opinion think they have got 
to leave the conference, then it is about time that something is done. 

Remember, as far as the conference is concerned, it reduces rates, 
not to help these shippers who are using the Wallenius Line, but to 
keep the faithful shippers who wanted to ship on conference lines com- 
petitive with the others. _ 

Now, when the four shippers—when the time came to restore rates 
after the Wallenius competition had been removed by the failure of 
Mr. Wallenius to see his way clear to keep in the canned goods busi- 
ness—you know what he is carrying back now? Lumber—or grain, 
I should say, grain—he has chosen to go back with grain. 

Mr. Stneman. That is because you became competitive; is that not 
right ? 


Mr. McArt. I beg your pardon. 


Mr. Srneman. Is that not because you became competitive with 
your rates ¢ 

Mr. McArr. Well, perhaps so, yes. 

Mr. Srveman. In other words, it took some rate competition from 
an outsider to make your rates come down to where they were rea- 
sonable ; is that not right ? 

Mr. McArt, No, sir. That I do not agree with. 

What happened, Mr. Singman, was a reasonable rate was depressed 
toa point that was unreasonable. 

May I say to you, that so far as our rates from the Pacific coast. to 
Europe are concerned, I spent. 3 months last year in Europe touring 
the various cities where my member lines reside, and in no case what- 
soever did I find a single member line of that conference that is show- 
ing a profit on his Pacific coast operation. Other trades, yes. 

The Pacific coast trade to Europe is a very peculiar one. it isa long- 
voyage trade, it runs all up and down the coast, and the expense of 
maintaining that service and the cost of loading your ships is simply 
beyond comprehension. There was not a single one of those people 
making a profit. 

Now, the rate on canned goods—— 

Mr. Stneman. You mean to tell me they do not even cover the cost 
of operation ? 

r. McArr, They were losing money, [ said, 

Mr. Stveman. But that depends upon how you allocate your over- 
head, does it not ? 

Mr. McArr. Now we are getting into the business of accounting. 
I am not an accountant. I have got to accept their statement, that 
they are losing money. And I am confident that they are. 

Mr. Stneman. Can you submit some figures on that? 
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Mr. McArrt. No, sir; I cannot, because they are not available to me, 
sir, they are in the hands of the lines abroad, and it is not within my 
purview tosubmit them here. I cannot get them. 

Mr. Strneman. In other words, Mr. McArt, is not the upshot of 
what you have been testifying here that until the conference has some 
rate competition it keeps its rate pretty rigid, but once a nonconfer- 
ence operator comes into the trade and carries cargo at a reduced 
rate, then, and only then, does the conferencer reduce its rates? 

Mr. McArrt. Oh, no, Mr. Singman, that is as far from the truth 
as it possibly can be. 

Mr. Stneman. Did it not take this nonconference operator to force 
you to cut your rates on canned goods ? 

Mr. McArt. To cut our rates. But that is not reducing our rates 
beyond a remunerative or a reasonable level ; no, sir. 

Mr. Singman, I can assure you 

Mr. Stneman. Are you telling me that the rates you are now charg- 
ing for canned goods do not cover your cost of operation ? 

Mr. McArr. I did not say that. But we are changing less than we 
did before that rate war started. 

Mr. Stveman. The question is, are you losing money on the rate 
you have just set? 

Mr. McArr. It just became effective, I believe the new rate just 
became effective March 1. 

Mr. Stneman. Can you tell in advance what the estimated or 
projected cost would be—— 

Mr. McArr. Mr. Singman, rates are not made after a long calcula- 
tion on an adding machine or on one of these mechanical brains. You 
make your rate to a large extent upon what is paid by canned goods 
shippers from Australia to Europe or from Capetown to Europe, or 
some other place. 

If you want to keep your shippers in the Pacific coast-European 
trade competitive with the producers of canned goods elsewhere, if you 
want to stay in the trade and carry the cargo, then you have got to 
get your rates down. 

And you do it, believe me, without regard to the computations you 
get out of an adding machine. 

Mr. Sryeman. But apparently Mr. Wallenius could do it more 
cheaply. - 

Mr. McArr. You should also know that Mr. Wallenius had a con- 
tract somewhat of the same type that I described to you in the 
Italnavi situation, and he gets his ships over, he has a contract with 
the Volkswagen people whereby he brings up these little beetles that 
you see around the street by the carload, and his ships are free when 
they come over here. Most of his ships are not owned by him, he 
charters them from other people. He has only a few. 

And as a matter of fact, the trouble I told you about was only a 
handful of ships, the Joanna Oldendorf, the Figaro, and the Northern 
Clipper, and apparently one other of his own ships. 

Mr. Stneman. If it is only a handful of ships, why would it en- 
danger the whole conference? 

Mr. McArr. What you are saying is that in a high school fraternity 
a little bit of pregnancy is all right. That is not so in the shipping 
business, I assure you. 
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Its effect, Mr. Singman, is something that is rather difficult for you, 
I am afraid, to encompass, because just one ship, believe me, can play 
havoc with the sale of the cargo on the other side. 

Now, let us assume that there are 75,000 to 100,000 cases of aspara- 
gus. Have you ever been to Germany and eaten their asparagus soup ? 
They bring it in by the carload, the shipload. And if one importer 
has a warehouse full of cutrate asparagus, I can assure you that every- 
body else is in deep trouble until that man gets rid of his asparagus. 

That is why we have to get in and help these people by bringing 
down our rates to a point where tiiey can be competitive with him. 
Just one ship will do that. 

Mr. Stneman. And you are saying that unless you have 100 percent 
of the shipments going out of the west coast you are in trouble? 

Mr. McArr. It can very well be that way; yes. 

Mr. Stneman. In other words, you want a monopoly from the con- 
ference—— 

Mr. McArrt. There never will be a monopoly, Mr. Singman. But if 
you are talking about canned goods, you cannot have that one ship 
or those two or three ships that made in the course of a year, say, 
seven or eight voyages, that is all they made. 

Mr. Maerz. What you apparently want, then, Mr. McArt, is a 
100-percent monopoly of all shipments from the Pacific coast to 
Europe, is that not correct ? 

Mr. McArr. No, sir. 

Mr. Materz. Will you tell us why it is not correct ¢ 

Mr. McArt. Well, I have just told you 

Mr Matetz No; you have not, sir. 

Mr. McArrt. I have just told you, I hoped I did—— 

Mr. Maerz. You have said, Mr. McArt, that in the event there is 
any outside competition 

{r. McArr. On canned goods. 

Mr. Maerz. Just a moment—you have said that in the event there 
was any outside competition, your conference is in danger of breaking 
up; is that not correct ? 

Mr. McArr. That is a possibility ; yes, sir. 

Mr. Maerz. Therefore, is it not your objective to seek a hundred 
percent monopoly of shipments moving from the Pacific coast? 

Mr. McArr. Oh, no; only on the contract cargoes, Mr. Maletz. 

The CHamman. Why, in the case of Isbrandtsen, did you use the 
language that was read here a little while ago? 

Do you remember the language which was read to you a little while 
ago, that outsiders are not entitled to any trade in that area? Do you 
remember that? 

Mr. McArrt. No, I do not, sir 

The CuatrMAN They are not entitled to any trade? 

Mr. McArr. No, I do not. 

The Cuarman. Well, read it again, sir. 

Mr. Stneman. I think you said in your letter, Mr. MeArt: 

It is indefensible to me that conference attorneys, as well as witnesses for 
the conferences themselves, should testify before examiners for the Federal 
Maritime Board that outsiders such as Isbrandtsen are entitled, and I repeat 


the word “entitled,” to a fair share of the contract cargo moving in the respective 
conference trade. 


(The document referred to appears at p. 567.) 
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The CHatrman. Does that not mean that they are not entitled to 
a fair share of that trade in that area? 

Mr. McArt. What I meant by that, sir, is that there has been a 
complete and absolute change on the part of the regulatory agency 
with respect to that business that a little but of nonconference com- 
pater is good, they are not by any manner or means entitled, by 

aw or anything else, to any part of the trade, any more than we 
are. 

We get our share of it because we are affording the service, we have 
a contract with these people, they agreed to it. 

The CuarrMan. Why is not an independent carrier entitled to any 
trade if it can get it? 

Mr. McArr. Because they are cutting rates, Mr. Celler. 

The Cuatrman. Why, if I want to go into trade, should I not be 
entitled to get a fair share of it? 

Mr. McArr. Not at cut rates. 

The Cuamman. At any kind of rates I want to charge? 

Mr. McArr. There is where we part company. 

The Cuarrman. I say, in other words, you want on your own 
terms a monopoly for conference carriers in that area, you don’t 
want anybody to poach on your preserves. That is exactly what 
you are trying to bring about, and that is exactly what your testi- 
mony indicates, 

Mr. McArr. No, sir; I am sorry, I do not agree with that, and I 
do not consider my testimony to be that. 

I just told you—— 

The Cuarmrman. I would say that you are trying to be a little 
overclever in your answers, and I do not think you are candid. You 
hesitate and refuse to make any kind of admissions that hurt your 
cause or do not help you. You are trying to be too dialectic in a 
matter, where candor is necessary, and you do not supply that candor. 

You are trying to build up what has been characterized here as a 
“chosen instrument”—and that name is well known to you-—— 

Mr. McArr. No, it is not, sir. 

The CHarrMan. It is well known to us. And that is what you 
are trying to do in this area, and that is creating trouble. 

Mr. McArr. I do not know of any trouble we have created, Mr. 
Celler. The trouble that I have been trying to put on this record is 
from the Wallenius Lines, the Transmarine Contract Carriers, the 
Saguenay Terminal people, and others, who have been cutting our 
rates. There was no need for this rate cutting. 

As a matter of fact, canners in Hamburg sent a cable to me—— 

The Cuarrman. Why do you say there is no need? People may 
feel there is a need. 

Mr. McArt. They have not expressed this. 

The CHamman. Wait a minute. You have no right to issue an 
ipse dixit like that as if you were playing God here, you are not the 

overnment of the United States, you are not the one to say, because 
ou are the chairman of the conference, that nobody can be compet- 
itors here. That is what you are saying. 

Mr. McArrt. I just got through saying to you, Mr. Celler, that so 
far as these outsiders in the trade are concerned what we object 
to is the cutrate practices which keep the other people in a position 
which is noncompetitive. They cannot get rid of their—— 
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The CHAIRMAN. Who are you to say that there shall be no cut 
rates { 

Mr. McArr. The Federal Maritime Board or its predecessor said 
so, sir, in its previous decisions, 

The Cuatrman. Then you must go to the Federal Maritime Board 
and let them make the determination, you cannot arrogate to your- 
self the authority and powers of the Federal Maritime Board. 

Mr. McArr. Well, I do not like to disagree, sir, but some time ago 
there were three cases by the Board’s predecessors involving a general 
ratemaking policy—and I may say, it was directed against the outside 
cutrate activities of Isbrandtsen—called docket 128. 

At the same time, or practically so, there was another proceeding, 
docket 126, and still another one, docket 507—— 

The Cuarman. Who heard those complaints? 

Mr. McArt. The Maritime Commission. 

The Cuatrman, That is what I said, your right is to go to the Mari- 
time Commission. 

Mr. McArr. My right to go there? No, sir. It is not my right 
to go there; it was the Maritime Commission which, on its own, Mr. 
Celler—we have got this thing a little bit twisted—the Maritime Com- 
mission oaaseet upon these proceedings for the purpose of stopping 
the rate cutting. 

Mr. Materz. Is there any provision of law which prohibits an inde- 
pendent, a nonconference carrier, from serving the Pacific Coast-Euro- 
pean trade? 

Mr. McArr. No, sir; I do not know of any. 

Mr. Materz. Is there any provision of law which prohibits an inde- 
pendent carrier from charging a lower rate than your conference rate 
or a higher rate? 

Mr. McArrt. No, sir; I do not know of any. 

The CuarrMan. How can you interpose your authority to say that 
the independent line either cannot get in or cannot charge a rate dif- 
ferent than the conference rate ? 

Mr. McArt. We do not say that, Mr. Celler. 

The Cuarrman. What do you say, then? 

Mr. McArr. We say that the conference shippers, or rather the 
shippers who have signed an agreement with the conference, should 
first confine their patronage to the conference lines. 

Secondly, I also say to you that the type of people you have just 
described, the rate cutters, are not the kind of people that you want 
to foster and encourage in order to create—— 

The Cuarrman. That is where the rub comes, that is not for you 
to say. 

Mr. McArt. It was said, sir. 

The Cuarrman. Wait a minute. 

You say they are not the kind of people. I do not know whether 
ra wear a different necktie than yours, or whether their color is dif- 
erent. 

Where did you come on to say that you can determine that they are 
not the people to be competitors of yours; where do you get that 
authority to say that ? 

There is where the trouble comes. 

Mr. McArr. Well, I did not know there was any trouble, sir. 
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The CuHarrman. There is a lot of trouble in what you are saying. 
You are saying they are not the people—now it pops out, perhaps un- 
expectedly—you said they are not the people to come into this trade, 
Isbrandtsen is not the people to come into this trade. 

Mr. McArrt. I did not say that, sir. 

The Cuarrman. That is what the meaning is. 

Mr. McArrt. No, sir. 

Isbrandtsen or anybody else can come in the trade, I am trying to 
make it unmistakably clear that it is the rate cutting that causes the 
damage. 

Mr. Stneman. They cannot come into the trade unless they cut 
rates ¢ 

Mr. McArt. Yes, they can. There is nothing to stop them if they 
want to come in. 

Mr. Singman, I just told you that there is a line carrying wood 
pulp from Longview, Wash., to Europe. The information I have 
from the people who are connected with that operation is that they 
are charging the same rates as the conference. 

Mr. Maerz. Do you feel that only your conference rate, the rate 
that these steamship lines, members of your conference, fix, is a sacro- 
sanct rate so far as every steamship carrier serving that trade is con- 
cerned ¢ 

Mr. McArr. It isthe only 

Mr. Maerz. It is the only one? 

Mr. McArr. It is the only uniform, stable rate that you will find in 
the trade which the shippers insist upon having. 

Mr. Maerz. What is sacrosanct about a rate fixed by an agreement 
between the competitive carriers ? 

Mr. McArr. You are using an adjective there which I would not 
like to subscribe to. 

Mr. Maerz. What is sacrosanct about that rate? 

Mr. McArr. I do not know if there is anything. 

Mr. Materz. You are talking about other carriers coming in and 
cutting rates that you fix; is that not correct ? 

Mr. McArrt. That is right. 

Mr. Materz. And what is wrong with that? 

The CHarmman. Mr. McArt, if you would come here and say, “We 
would like to see uniformity; we would like to see order; we do not 
want chaos; we do not want a jungle law to prevail; we want no cut 
rates to prevail; we want to have peace and quiet in our industry; 
and we set up these conferences so we can have this uniformity,” 
wonderful. But when you go on further and say that nobody can 
gainsay, that nobody can run counter to your judgments as chairman, 
and nobody can change their rates, and that the committee would not 
like the type of people that come into the picture, then you are on the 
ground that certainly is rather shaky. And that is the kind of state- 
ment that is hurting your cause, not helping your cause. 

The first part of my statement I think would help your case. 

The second part of my statement hurts your case. 
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Mr. McArrt. Mr. Celler, believe me, I hoped I had made it per- 
fectly clear right here that we realize that we cannot keep lines from 
serving any trade they want. That is their privilege. There is no 
certificate of convenience and necessity issued by this Government or 
any government. It is not like the airlines; they have got to get it 
from the Government; the freedom-of-the-sea policy does not apply 
to the air. 

As far as we are concerned, we wanted that kind of peace and 
harmony which you referred to. 

I say to you in all sincerity, you will not have it where you have 
people in a trade who are cutting freight rates. That has been demon- 
strated ; as I said earlier, it was damoniuncted by the Federal Maritime 
Board predecessor’s extensive hearings in dockets 126, 128, and 507. 
And they were all instituted, not by the carriers, but by the regulatory 
agency itself. 

And Mr. Singman, they condemned rate cutting in every one. 

The Cuarrman. Ask your questions, Mr. Singman. 

Mr. Srveman. Mr. McArt, is it not a fact that your conference is 
making available to shippers and others on a subscription basis your 
tariffs for a small subscription fee ? 

Mr. McArrt. Yes, sir; we do. 

Mr. Stveman. How long has this been done? 

Mr. McArr. Oh, it was done, I believe, Mr. Singman, even before 
I went out there. 

Let’s put it this way. It has been done so far as I can recall ever 
since I have been there. 

Mr. Stneman. How much is the fee? 

Mr. McArrt. I think it is $15. 

Mr. Stneman. $15 a year? 

Mr. McArt. Yes. 

Mr. Stneman. Isn’t it a fact, Mr. McArt, that in September of 1953 
the Isbrandtsen Line subscribed to your tariff service ? 

Mr. McArr. That is right ; they did. 

Mr. Stneman. And didn’t they pay you $30 for that service? 

Mr. McArr. For two tariffs; they did. 

Mr. Stneman. Isn’t it further a fact that on May 7, 1954, you 
wrote to the Isbrandtsen Co. in San Francisco canceling that sub- 
scription and returning the amount paid ? 

Mr. McArrt. Yes, sir; I believe I did. I leave it to you to put the 
correct date in. I canceled the Isbrandtsen subscription for two 
tariffs because they were competitors of the conference lines. 

Mr. Stneman. You stated in a letter that you sent to them that 
you were canceling the subscription because the Isbrandtsen Line, 
then an independent operator, did not conform with the Pacific Coast- 
European Conference tariff ; isn’t that correct ? 

Mr. McArr. Well—— 

Mr. Stneman. Will you please read the letter? 

Mr. McArr. I assume that is correct, sir. 
ae Srveman. The letter is dated May 7, 1954; it is from you to 

r. 

Mr. McArr. Watterworth, I believe. 
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Mr. Stneman. Yes; it is to the Isbrandtsen Co. of California, 123 
California Street, San Francisco 11, Calif. : 
Subject: Tariffs. 

(Attention: Mr. K. F. Watterworth.) 

GENTLEMEN: This office furnished you some time ago three copies of freight 
tariff No. 12 of this conference, and has kept them up to date by furnishing 
corrections thereto as issued. 

In view of the nonconference competitive service maintained by Isbrandtsen 
Line at rates lower than those established and maintained by the conference in 
trades within the scope of the conference’s agreement, the present is to notify 
you that no further corrections to those tariffs will be supplied you. 

There is enclosed the conference's check in the amount of $30 which represents 
a refund of the amount paid in September 1953 for the tariff service in question 
through August 1954, 

Yours very truly. 

So the reason you gave was that they were not abiding by your 
conference rates; isn’t that correct ?. 

(The document referred to appears at p. 570.) 

Mr. McArr. Yes, sir; they were competing with the conference 
lines at cut rates. 

Mr. Stneman. On that same date didn’t you make available with- 
out charge two complete copies of your tariff to the agent for Mitsui 
Steamship Co., which was then not a member of the conference, but 
was in the process of pecnen lis a member ? 

Mr. McArrt. I havea recollection that I did do that, Mr. Singman; 
yes, sir. ; 

Mr. Stneman. I call your attention to a letter dated May 7, 1954, to 
Mr. J. E. Slevin, William J. Rountree Co., Inc., 201 Pine Street, San 
Francisco 4, Calif. And in that letter you say : 

In view of the foregoing, I am most happy to furnish you herewith without 
charge two complete copies of Conference Tariff No. 12 applicable from U.S 
Pacific coast loading ports, corrected to date, and two similar copies of Con- 
ference Freight Tariff No. 13-BO applicable from Canadian Pacific coast load- 
ing ports. 

These letters indicate on the same date, May 7, 1954, you canceled 
Isbrandtsen’s tariff service on the ground that they were cutting your 
rates, but gave Mitsui two free copies of your tariff, is that correct? 

Mr. McArr. That is correct. nat was the reason I gave there! 
Was it not stated? 

Mr. Stneman. I will read it: 

Receipt is acknowledged of your letter of May 4, 1954, on the above-mentioned 
subject from which it is noted that your initial request for two complete copies 
of the conference's tariffs was actually made on behalf of Mitsui Steamship Co., 
Ltd., for whom your company acts as agent. It is also noted that Mitsui Line 
desires one copy of each tariff in Tokyo as an aid in considering the invitation 
recently extended them to become members of this conference, the other copies 
to be retained by your office for the same purpose. 

(The document referred to appears on p. 576.) 

Mr. McArr. That is right. That is part again, Mr. Singman, of the 
two invitations that I extended to Mitsui to become a member of the 
conference. And in order to assist them, as I said in that letter, I gave 
them two copies of the tariff. 

on ae Mr. McArt, are you familiar with section 16 of the 
Shi Act? 

Sakae I always have to stop and think. I suppose Iam. I 
oak find it, sir. 








MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 563 


Mr. Stneman. Let me read the portion I have in mind: 


That it shall be unlawful for any common carrier by water, or other person 
subject to this act, either alone or in conjunction with any other person, directly 
or indirectly: 

First. To make or give any undue or unreasonable preference or advantage 
to any particular person, locality, or description of traffic in any respect what- 
soever, or to subject any particular person, locality, or description of traffic 
to any undue or unreasonable prejudice or disadvantage in any respect 
whatsoever. 

Would you care to comment on whether your refusal to provide 
Isbrandtsen Co. with your tariffs while at the same time providing 
them with all others is consistent with that provision ¢ 

Mr. McArr. But I didn’t provide them with all others, in that par- 
ticular case, Mr. Singman, I was carrying out a directive of the 
conference to do my best to get Mitsui into the conference. 

Now, with respect to the cancellation of the tariffs that had been 
ordered by Isbrandtsen, I certainly don’t think that is anything that 
could be called a violation of section 16 or any other statute; that 
is my honest belief. 

Mr. Stneman. Didn’t you say that you have trouble finding out what 
the rates of competitors are from time to time? 

Mr. McArr. That is right. 

Mr. Stneman. And you indicated that was a disadvantage, didn’t 
you ¢ 

Mr. McArr. Sure, that is right. 

Mr. Srneman. I assume that it would be a disadvantage to Isbrandt- 
sen if they couldn’t obtain your rates ; is that right ? 

Mr. McArrt. Well, that 1s sort of putting the shoe on the other foot. 

Mr. Stneman. You made the choice to make it available to every- 
body but Isbrandtsen, Mr. McArt? 

Mr. Meaper. Mr. Chairman, Mr. McArt, is the conference regarded 
as a common carrier ? 

Mr. McArr. No. 

Mr. Meaper. This applies to common carriers ? 

Mr. McArt. Well, the term “common carrier,” sir, is a peculiar one. 
These people who are members of my association here are common 
carriers under American law only, they are not common carriers under 
any other law. 

So far as anything we have done with respect to the ae of 
tariffs is concerned, the regulatory authorities required that we place 
in our agreement 

Mr. Meaper. Mr. McArt, I don’t want to interrupt you, but I don’t 
know what Mr. Singman’s point is here about the violation of section 
16. As I read it, it says: “it shall be unlawful for any common carrier 
by water or ae other person subject to this act either alone or in 
conjunction with another person.” Do you think that applies to the 
conference ¢ 

Mr. McArt. No, sir. 

Mr. Stneman. It would apply to each member of the conference, 
though, would it not ¢ 

Mr. McArr. I guess it would, yes, because each one of them: is re- 
garded, Mr. Singman, as a common carrier under our law and this 
agreement, but not the conference. 
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Mr. Stneman. Would you care to comment on the applicability of 
this section, then, to the members of your conference ? 

Mr. McArr. As far as I know, Isbrandtsen never asked any of my 
members to give them a tariff. 

Mr. Stneman. They can ask their agent. 

Mr. Meaper. First of all, I would like to learn a little bit about 
this. I know I haven’t given as much time to it as Mr. Singman has, 

Do you think that first section refers to furnishing tariffs? That 
sounds to me as though it is designed to prohibit the common carrier 
from discriminating as between the shippers with respect to shipments 
and rates, and so on. 

Mr. Stneman. We are talking about a situation, Mr. Meader, where 
every shipper in the United States who wishes to pay the fee can 
secure the full tariffs and corrections thereto of each member of this 
conference except Isbrandtsen. 

And Mr. McArt testified earlier that an inability to secure tariffs 
was a distinct disadvantage, a competitive disadvantage in this trade. 

Mr. Mraper. It may be kind of technical and beyond me, it doesn’t 
seem to me that whether the conference furnished the tariff to Is- 
brandtsen and then withdrew it and then furnished it to Mitsui would 
be the kind of transaction that would be covered by this section 16 
first, which, it seems to me, is related to a common carriers’ discrim- 
ination as between shippers or localities. 

Mr. Stneman. Obviously, Mr. Meader, I am not in a position to 
judge this, and I am making no conclusion. I am merely asking the 
witness as to whether it might not be applicable, in view of the rather 
— language of the section, which says, “any undue or unrea- 
sonable prejudice or disadvantage in any respect whatsoever.” And 

-I was asking Mr. McArt to comment on it. 

Mr. Meraper. That is pretty broad language, there is no doubt about 
that. I am kind of disturbed about this. I don’t know how important 
this point is. 

But, Mr. McArt, would Isbrandtsen have any difficulty going to a 
shipper and getting one of the shippers—or having me order one and 
turn it over to him ¢ 

Mr. McArrt. I don’t know. 

Mr. Meaper. You said you weren’t going to send him any modifi- 
cations anymore, but I wonder if you really were accomplishing any- 
thing if he wanted to find out what your conference rates were, for 
it would be easy enough for him to do it. 

Mr. McArr. It would be easier, Mr. Meader, for him to find out 
what my rates are, because he could go to the Federal Maritime Board 
where they have them. 

Mr. Stneman. But, Mr. McArt, you were not required to file them 
with the Maritime Board until 30 days after the ship has sailed, and 
Mr. Isbrandtsen and the other subscribers to your service get them 
immediately before they go into effect. 

Mr. McArr. But, Mr. Singman, remember, now, you have been 
talking about me making those available to shippers, and you have 
overlooked one thing. 

Mr. Isbrandtsen, the Isbrandtsen Co., was a carrier competing 
against us. 
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Mr. Stneman. But he owns those ships. 

Mr. McArr. I don’t know whether he does or not. 

Mr. Stneman. You know he does. 

Mr. McArr. I am not sure that he does. I have heard that he does, 
but he didn’t say so to me. 

Waterworth let me know that he wanted it as a competitor of the 
conference lines, when I talked with him as to why he wanted it. 

Mr. Stveman. You would make them available to any steamship 
lines that wanted them ? 

Mr. McArt. Not necessarily, no sir; not to an outsider. Why 
should I build him up? As I told you, I tried to make it clear on the 
record that rate cutting is the very thing that we want to oppose, and 
if we get somebody in the conference trade that said, “I am going to 
charge conference rates,” I would think twice before I would refuse 
to let him have my tariff. 

Mr. Stneman. Wouldn’t you make your service available to a line 
which is a member of the East Coast Conference and which does not 
belong to your conference but would like a tariff for its information ? 

Mr. McArrt. I probably would. As a matter of fact, I gave to the 
conference chairmen in ues York and New Orleans a copy of my 
tariff, for the reason I just told you. 

Mr. Meaver. Mr. McArt, how many copies of that tariff—are they 
printed or mimeographed ? 

Mr. McArr. Yes sir. I have 4,000 contract shippers, Mr. Meader, 
and the emphasis that is placed on the distribution of tariffs is out of 
7 rtion to what it should be. 

Mr. Meaper. It would be easy for Isbrandtsen to get some dummy 
to got a tariff for him, wouldn't it ? 

r. McArr. I think that is what he was doing, but I am not sure. 

The Cuarrman. Mr. McArt, this language is very broad, section 16, 

paragraph first reads: 
To make or give any undue or unreasonable preferance or advantage to any 
particular person, locality, or description of traffic in any respect whatsoever, or 
to subject any particular person, locality or description of traffic to any undue 
or unreasonable prejudice or disadvantage in any respect whatsoever. 

When you give information as to your tariffs to the Mitsui lines, 
and don’t give it to Isbrandtsen, refuse to give it to the latter, 
under the very broad language that I have just read, undoubtedly, 
there is a disadvantage to the Isbrandtsen lines. There is an un- 
reasonable prejudice, there is an undue prejudice—I don’t care 
whether you like Isbrandtsen or not, I don’t care whether Isbrandtsen 
is going to cut rates or not, I think it is your duty, particularly when 
you make public these rates by printing 4,000 copies—— 

Mr. McArrt. Oh, no. 

The Cuatrman. What, then? 

Mr. McArrt. I said we had 4,000 shippers, Mr. Celler. 

The CHatrMan. It strikes me that there is a disadvantage to 
isbrandtsen, who has been refused the information he seeks, which 
you gave to the others. I can’t conceive that it would be otherwise 
than a violation of that very broad and sweeping language of the 
statute. And I am going to instruct counsel to refer this matter 
to the Federal Maritime Board for whatever action they may want 
to take. 


70300 O—61—+t. 3, vol. 1———38 
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Mr. James. May I say this, Mr. Chairman. Mr. McArt hasn’t 
had an opportunity to answer the question. He was asked a ques- 
tion by Mr. Singman as to whether he regards it as unreasonable—— 

The CHarrman. We have been very liberal in our time to Mr. 
McArt. If he wants more time to answer it, he can have it, he has 
au ae right to answer it. Go ahead, Mr. McArt. 

r. McArr. I do not agree that my failure to furnish Isbrandtsen 
with copies of my tariff free, or for a sum of money, in any respect 
whatsoever could violate section 16. I do not see that there is any- 
thing unreasonable about that; it is a matter of preference; it is a 
matter of opinion. I bow to your feeling in the matter, Mr. Celler. 
I disagree with you. 

The CuHarrman. And I bow to your opinion. 

Mr. McArr. Thank you. 

The CuHatrman. Let the Federal Maritime Board determine that. 
You and I can’t determine that. 

Next question. 

Mr. Stneman. Mr. Chairman, I would like to offer for the record 
at this point the documents we have been discussing. 

And I have no further questions at this point. 

(The documents referred to follow :) 
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(The document referred to at pp. 549 and 557 follows:) 





~~ 


Under these < 
kala the Louth and the so- 
of his member lines carried little weight vith the Com 


REGULATED INDUSTRIES 


MONOPOLY PROBLEMS IN 


Parthermore, don't overlook the fact that Galloway testified tuice 


in the eame vein; his testimony was the same on both eppearances. 


Serta ieee eel eee eee tee ae te ee 


i 
§ 
8 
F 
3 
3 
: 
3 
3 
g 
3 


appeared pursuant to subpoena and he testified upier oath. 
curstances, you may rest assured that Gallovay 


alled *repudiation® 


er FF He 
Hie at ay eae tht i 


568 
mittee. 


a 
- 





569 


mM 
I 
— 
rs 
= 
M 
D 
a 
Z, 
— 
a 
m 
= 
< 
4 
5 
© 
“ 
oe 
Zi 
— 
MQ 
= 
a 
= 
a 
° 
lon} 
a 
~ 
= 
S 
= 
3 
Z 
S 
a 





570 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


(The document referred to at p. 562 follows:) 


PCE- tis 


May 7, 1954 


Isbrandteen Co. of California 
123 California Street 
San Franciseo 11, Califomia 


Attention: Mr. K. F. Watterworth 
Subject: Tariffs. 
Oentlemen : 
This office furnished you some time ago three copies 
of Freight Tariff No. 12 of thie Conference, and has kept 


them up-to-date by furnishing corrections thereto as 
issued, 


In view of the non-Conference competitive service 
maintained by Isbrandtsen Line at rates lower than those 
established end maintained by the Conference in trades 
within the scope of the Conference's agreenent, the 
present is to notify you that no further corrections to 
thoee tariffs will be supplied you. 


There is enclosed the Conference's check in the 
amount of $30.00 which represents a refund of the 
amount paid in September,1953 for the tariff service 
in question through August, 1951. 


Yours very truly 


J. F. MecArt 
Chairman 
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i S318 hae 
S CoMPANY 0: 123 CALIFORNIA STREET 
Py CALIFORNIA %) SAN FRANCISCO //. CALIF. 


YUROn 2-16" 


awe Qe 


Mre J, Fe MoArt, Chairman 

Pacific Coast European Confereme 
16 California Street 

San Francisco ll, Cé@lifornie 


Dear Sire 


Imfer to your letter of May 21, 1954, in whieh you stated you did oot uner- 
stand what our company meant by reference to your conference making any aunouwe- 
mente as common carriers with respect to ite tariffs. 


It is the understanding of our company that at some time in the past you announced 
to the public that tariffs would be available to the public on a subscription 
basie whereby @ copy of your tariff would be supplied to subscribers and they 
would be furnished with corrections as they were made. 


If this is ae precedure your conference has undertaken, then it is not proper for 
you to give us notice that despite the fact these tariffs and corrections are be- 
ing supplied to the public that they will net be supplied to our company despite 

the willingness of our company to pay a subscription charges. 

The specific question to which we wish a reply is whether or not these ter’:“s 

and corrections ere aveilable to the public upon payment of your subsoripticn prise. 
the question is pertinent since your conference is made up of a group of scm 
carriers who are obliged to give service to the public generally and on the sem 
conditions to alle 


Yours wry truly, 
ISBRAJDTSED COMPANY OF CALIIOR“TA, [1'¢. 


K, PF, Watterworth - Vice President 
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PACIFIC COAST EUROPEAN CONFERENCE 
16 California Street 
San Francisco 11, California 


Memorandum for the files, 
Subject: Cracked Wheat - Isbrandteen Line 


Mr. Hall of Isbrandtesen Line called on the after- 


noon of June 25, 1954 inquiring es to the rate applicable on 


the subject commodity from this coast to Italy. 


The Chairman discussed with Conference Counsel the 
question of giving Conference rates to this non-conference 
line who is actually « competitor of the Conference. Counsel 
advised that it woull be inappropriate to devulge such infor- 
mation in view of Isbrandteen's status as regards this Confer- 


ence and the conference system in general. 


W. J. Littlejom 
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ISBRANDTSEN COMPANY, INC., 
New York, N.Y., August 17, 1954. 
Mr. J. F. McArt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 


Dear Siz: Some time ago our San Francisco office wrote us you had advised 
them you were not willing to provide our company with copies of the Conference 
tariffs in the future. I had asked the Manager of our San Francisco office to 
clarify this matter for us and he has sent us copies of letters interchanged with 
you. . 

We wish to know whether or not the following statement as to your position 
is correct : 

Your Conference of common carrier lines has advised the public generally 
that your tariffs are available on a subscription basis; but notwithstanding the 
fact that you do supply to the public generally your tariffs as mentioned on a 
subscription basis, you have taken the position that you will not supply on the 
same basis your tariffs to this company. 

We are not particularly interested in obtaining this tariff service from you 
but are concerned as to the definite discrimination which is indicated. Before 
we go any further into the matter we would ask that you simply confirm whether 
or not our understanding of your position is as above set forth. 

Yours very truly, 
ISBRANDTSEN COMPANY, INC., 
M. S. CRINKLEY, 
Executive Vice President. 
MSC :cp. 
cc: Isbrandtsen Co. of California, Inc., San Francisco, Calif. 
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August 26, 195k 


Ince 


Mr. Me 8. Crinkley 
Executive Vice President 
Istrandteen Coopany 
New York hy He Yo 


Jear Sir; 
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(The document referred to at p. 562 follows:) 
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Sub ject: 


Mr. J. F. Slevin — 
Williem J. Rountree Co., Inc. 


201 Pine Street 
San Francisco lk, 
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WILLIAM J. ROUNTREE Co., INc., 
San Francisco, Calif., May 4, 1954. 
Subject: Tariffs. 
Mr. J. F. McArrt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 


DeaR Sir: We have for acknowledgement your letter of April 29 which was 
in reply to ours of April 22 in which we requested your office to furnish us with 
two complete copies of your Conference's freight tariffs. 

We agree with you that our company is not a patron of the Conference mem- 
bers but due to your Conference having invited Mitsui Steamship Company to 
become members of your Conference, our Tokyo principals have requested that 
we furnish them with a complete tariff in order that they may consider your 
invitation. Before our principals are in a position to accept your invitation 
they would like the opportunity to study your tariff covering all the rules and 
regulations and the freight rates involved in shipments from the Pacific Coast 
to Europe. 

The reason for our request for the second tariff is that our principals will 
be in correspondence with us regarding various rules and regulations, also rates 
involved, and with both of us being in possession of the tariff we could discuss 
various phases of your Conference operations. 

In view of this we should appreciate your advice whether or not you are in 
accord with the request made in our letter of April 22nd. 

Yours very truly, 
WILLIAM J. ROUNTREE Co., INc., 
J. B. SLEVIN. 
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hoplicants for Conference membership are requested to furnish ful: ai 
complete information with respect to the following: 

il. Full corporate or company name. 

2. When and where organised and under vhat lews. If an American comnany 
and incorporated. show name of state and date where articles of incorporation 
weve Piled. 

3. Whether company assumes common carrier obligations referred to in the 
U. S. Peritame Commission's Docket 635 (2 U.S.M.C. 749) regarding the status cf the 
Kerr Line, especially as regards signing of Bills of Lading, Dock Receipts and 
other related shipping documents. 

4. Names of vessels to be employed and whether owned, chartere4 or otherwise 
acquired, including the following with respect to each vessel: flag} deadweight 
tonnage; bale and grain cubic capacity; speed and any unusual features such as 
refrigerator space, passenger accommodations, etc.; whether steam or motc: pro- 
pelled; and when built. 

5. Date on wh-ch service will be initiated. 

6. Names of ports to be served, both loeding end discharging, and intended 
frequency of service. If possible, a seiling schedule should be submitted. 

7. Names of ‘agente at porte to be served, both loading and dischargir,z. 


San Francisco, California 
January 25, 1950 


Form No. 4 = Srd Rev. 


PR ET 








ee 
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August 18, 1948 


ir. RB. V. Winequiet, Viee-Preeidast — 
Q@merel Steamship Gorperetion, Ltd, 
465 Californie Street ‘ 

Sea Fremeisce 4, OCalifernie 


Cub joots Iealiog Line 


Dear Sirti 


Reference is nede to cur recent conversation concerning 
tae goosibility ef the Italien Line seeking ree@mission te the severe) 
Pecifie Gaest freight Goafermeces in whieh it belé memberships pricr 
wo World Gar IZ, tegether with the eset of cush acticn. 


Ry recerés indicate that the Italien Lise belé nemberehip 
the Pecifie Coast Burepesn Gunference en4 also ia the fellewing 


. 


onc Fasbihs Set. Prana Sealer, ete ee 
of this erenée, Gage . 2? thet im the eese of a line 


tfaich resigns and theresfier seeks ree@mission, suek line shali pey te 

tae Conference the own of $12,500.00 -# = pemalty, Ge far es I wm evare, 
there une beam only ene iastenece ia whieh this Article has bees tamed - 
thet tastenee e@aecerned the ree@missica uf the Preach Lise in Pebrusry, 
1946, which tad tendered ite resignation enter dste of Marek 2% 1947 & 
become effeetive Maremh 31, 1942. It ie understood this resignetion was 
sivem oulag to the fell ef Prenee to the Gesmen armed forces sné was 
latendea to free the other Cesference members from euberresmest, 


70300 O—61—pt. 3, vol. 1 39 
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« | pce“! 


Septeuber 12, 1957 


Reference is made to your jcint semorendum to your Cenfuremees 
dated Juns 24, 1957 on the above-aentioned eubjest. 


si ” wt aoaheaeen coy of Sener Baprventctives Lever 


will mete frem my letter that the tariffs ef this Conference 


gos: med mati e wabecripticn beris 
ere ted 10 yeare. ‘The fee for a is $15.00, wateh as 
ima, 











nt 
Hi 

















be auure, does aot reflect ay ‘be the Comfarene: 
Wi not all,ef that om is eaten uw in postage, wiieh co far as 
we are cencerusd is on a first clase basis. 
Youre very truly, 
a. F. mart 
Ana pez 
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Jamery 0, 1955 


wei 


ln extay to complete the picture fer yeu, there are cont you bererita 
copies ef the fellewings 


Letter fren Cemferense te shipper, ‘uted Beventer JO, 1754, 
Letter from shipper to Oenference, dated Oscenber 9, 1754, 


Letter fren shipper te Conference, dated Jamary 7, 1955, 
with enclesare, 


Letter frem Conference te shipper, dated Jemary lk, 1955, 
Reecutives Mauurences te Conference senbers, deted Jamiary 21, 1/55, 
Cenference's Shippers iate Agreement, and — 


Copy ef pamphlet entitled “Revised susrisen Pereign Trace 
. Defiatidens - 19hi°, 


Fleese note thai the cerérecsting shipper's name, the osmmedities invel ved 
and other idemtifying wards an‘ phrases heave been deleted fram a.) the fore- 
i eapreaposdemes Car clu) gee romeo 
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PACIFIC COAST BUROPEAN SRMCERENES 400 
26 CALIPOewla STERET « Sam PeanciscO tt . CatiPOania Pc eé- 

| qo es. 

Se tt 0 oo" 


Jemary 2, 1955 eT 


Executives Memorandum Ho. 519 7. 1 eter BaBird pact lin. “af 


Pl refer to meporands on the weiln ch, . 
ease refer provteus a on the apoveuc canadpocl aig 


Executives Memorandum No. 512 of November 29, 1954. 


Four letters vere sent to this pper on November 30, 1954, and the copy attache: 
concerning the shipments made on the HAXOWESAN MAF which sailed in September 195. is 
typical of the other three. 


The vessels and tonnage involved consist of the following: 


317 tons, packaged 
31 e 
s00 * , walk 
180 * , packaged 
50 on ae 


In order to. bring the members up-to-date on the subject, there are furnished you 
herewith copies of. the following described letters: 


(1) Letter from Conference to the shipper re: HAKONESAN MARU 
violation, dated November 30, 1954, 
(2) Letter from the shipper to Conference, dated December 9, 1954, 
’ (3) Letter from shipper to Conference, dated Jamary 7, 1955, and 
(4) Letter from Conference to shipper, dated January 14, 1955. 


Your attention is particularly directed to Conference Counsel's views set forth in 
the last paragraph on page one of the Conference's letter of Jamary 14 to the shipper, 
also in the first paragraph at the top of page two. It may be added that if the validit, 
of the argument advanced by the shipper is upheld, it should not be over-looked that the 
possibility is very real that carriers would be required as a matter of law (para. 
"Second" of Section 16 of the Shipping Act) to effect collection of the difference be- 
tween the contract and non-contract. ra all f.o.b. or f.a.8. shipments (against 
which the statute of limitations has not ch the lower contract rates were 
sought and granted unlawfully to sellers signatory to a Shippers Rate Agreement with 
the Conference. . 


While it has always been unlawful under the Shipping Act for carriers to grant 
transportation et rates less than their rates lawfully effective, it has bees equally 
unlawful since an amendment to the Act was approved on June 16, 1936 for any shipper 
"to obtain or attempt to obtein transportation by water for property at less than the 
rates or charges which would otherwise be applicable® (First rare., unnumbered, of 
Section 16 of the Shipping Act.) 
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Compliance with the foregoing terms of the statute would undoubtedly be res‘::. 
y many shippers and the carriers would have no alternative to the institution of tera: 
proceedings against such shippers. Needless to say the time. and expense involved unce: 
such a procedure would be tremendous and it is obvious it would do nothin; * wards 
promoting the good relationship which should exist between carriers and their pat ror: 
in promoting the commerce of the United States. It goes without saying, that at bes:, 
the foregoing may possibly offer a highly undesirable and impracticable solution to 
a problem which can easily and simply be solved othervise. 


J. F. MeArt 
Chai rman 


Attachments. 
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PACIFIC COAST EW ROPEAN CONFERENCE 
14 CALHPORNMIA STREET + SAM FRANCISCO It - CALIFORNIA “LY, 
lelephone YUKON 6.58680 + Coble Address. ASPACON Pc E / 


) Fb McAd + Charman 


Air Mail 


Mr. C. M. Quinn 

Assistant Traffic Manager 

American Potash & Chemical Corporation ~ 
3030 West Sixth Street 

Los Angeles 54, California 


Dear Sir: 


Receipt is acknowledged of your letters of December 9, 1954 and Jamuary 9, 1955 


de regret to note from your letter of December 9th that through inadvertence 
there was included in the list of shipments going forward on Mitsui's vessels which 
are held to be violative of your Shippers' Rate Agreement, the 300-ton parcel shipped 
early November to your foreign subsidiary upon which a waiver had been given you 
under Article 4 of your agreement. We will write you further with regard tc this 
parcel. 


with respect to the other parcels referred to in your letter, however, there is 
no change in the position heretofore taken with regard to them. In fact, the 
Conference has been forced to the conclusion that all your shipments via Mitsui's 
vessels, except those for which waivers were granted, constitute violations of your 
Shippers' Rate Agreement, this conclusion being reached, as you know, after long and 
careful consideration. We note your |...erpretation of the agreement is that you are 
only required ’ 


"to use Conference vessels in connection with all shipments here 
the selection of the carrier is within our control, including 
shipments of-products sold f.o.b. where the purchaser has not 
designated the method of shipment". 


It is also observed that you hold in the case of sales f.0.b. the purchaser has the 
right to designate the node of shipment if he desires and where he does so, you are 
required to honor his instructions. 


We appreciate your explanation and believe we fully understand your position. 


However, we are unable to agree that the buyer has the "right" to control the 
routing, to the exclusion of yourself as seller, simply because of the fact that you 
sold the goods on an f.o0.b. basis; nor do we agree that you are peguired to honor his 
instructions as to the routing. If this were true in the case of every such sale, 
then manifestly you as seller would not be entitled to contract rates. Shipments of 
your products made prior to the initiation of Mitsui's unlewful rate cutting practices 
were sold on f.0.b. terms, as well as c. & f., c.i.f. or other bases, and all were 
accorded contract rates by Conference carriers. If you did not control] the routing, 
then clearly the shipments were not yours to confine to the Conference carriers as 
you agreed to do in your Shippers’ Rate Agreement and the shipments should have been 
regarded as those of the buyers. The non-contract rates should have been assessed 
in every such instance. 
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We can not accept the above result of sales on an f.0.b. basis because to do sc 
would raise the presumption that each such shipment where you obtained the contract 
rate, was a violation of Section 16 of the Shipping Act, 1916, as amended, corny 
attached. 


The conclusion is warranted, therefore, that if the control of the routing of 
shipments has passed to the buyer under {.0.b. conditions, it has done so only in 
those cases where it furnishes the buyer a convenient means to obtain cut rates charged 
by Mitsui in circumstances that ostensibly appear to relieve you of any obligations to 
the Conference lines under.the terms of your Shippers' Rate Agreement. However, arrange- 
ments for the transfer of control over routing for the purpose of evading your Agreement 
are themselves violations of the Agreement under that portion of Article 1 which reads 
as follows: 


"In agreeing to so confine the carriage of ite (their) shipments to the vessels 
of the Carriers the Shipper hereby promises and declares it is the intent 

and purpose to do so without evasion or subterfuge either directly or in- 
directly by any means, including the use of intermediaries or subsidiaries." 


: 
In view of the foregoing and in order that all shippers may be treated without | 

unjust discrimination, the Conference has no alternative to the course of action it has ' 
adopted in terminating your right to its contract rates on all of your shipments whether ' 
made on f.o.b., f.a.8., c. & f., c.i.f. or other bases. This course is the only non- 
discriminatory one available to the Conference lines in view of the fact that they have 
heretofore, i. e., prior to Miteui's initiation of unlawful rate cutting, accorded you 
contract rates under your Shippers' Rate Agreement on all of your shipments without 
discrimination against you or your purchasers because of your terms of sale whether 

f.o.b., f.a.8., c. @ f., c.i.f. or otherwise. 


The Conference does not require your company to refuse to make any export sale; 
it recognizes the right of your company to make sales on any basis it may choose. 
Your conditions of sale, however, can and do affect the rates which will be applied 
when the shipments are offered for transportation, a lower rate being applicable if 
certain requirements are met, whereas a higher rate will be applied if those require- 
ments are lacking, this being in accordance with your Agreement with the Conference 
members. Just a8 you are free to execute sales contracts on any basis you choose, so 
too is the Conference free to contract with you on a basis of its choosing. There 
was submitted to you and you voluntarily executed a form of Shippers’ Rate Agreement 
under which you voluntarily agreed to give the member lines of this Conference all 
your patronage in the Pacific Coast/Burope trade. 


While it may not be pertinent in all respects to the foregoing, we believe you 
will be interested in learning some of the background of the current non-conference 
rate-cutting practices of Miteui. We are confident that when the full facts are known 
to the officials of the Federal Maritime Board, they will be shocked at the activities 
of Mitsui in the trade from U. S. Pacific ports to Europe. 


a a oh te 


We believe you know that Miteul was invited to become a Conference member. They 
voluntarily adopted their non-conference course of action. The writer was informed 
by one of Mitsui's representatives that Mitsui was not accepting the Conference's 
invitation because as a non-conference operator it intended to put pressure upor those 
members of this Conference who ‘are’ aleo members of the Conference covering the trade 
from Japan to Burope. The latter Conference, not under the jurisdiction of the 
Federal Maritime Board, has refused admission to Mitsui and Mitsui is operating in tha! 
trade outside thé Conference and cutting rates with the object of forcing its way int. 
the Copference. 


—_ — 
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It is impossible to imagine a less legitimate purpose than for a foreign+:'s. 
line to subject an American Conference to unlawful rate-cutting as a means of .utt: 
collateral pressure on the members of a Conference over which neither the Federa! 
Maritime Board nor the Conference itself has any control. Moreover, only a smal! 
minority of the members of this Conference are also members of the Japan/Surore 
Conference, i. e., three out of twenty-two, nevertheless Mitsui's activities are 
prejudicial to gvyexry member of this Conference as well as to shippers from the 
Pacific Coast of the United States to Europe who have no possible interest or control 
over trade from Japan to Europe. Each ton of cargo which Miteui obtains by its un- 
lawful rate-cutting practices in the Pacific Coast/Burope trade, helps to. subsidize 
Mitsui's campaign against the Japan/"urope Conference and unjustly discriminates 
against United States shippers sho faithfully support this Conference. If Mitsui's 
practices should continue umrestrained and culminate, as such practices usually do, 
in a wide-open rate war, the results would be especially harmful to responsible 
shippere such as your company. 


It is believed pertinent to quote you an excerpt from the report of the Section 
19 Investigation of 1935 conducted by the U. S, Shipping Board Bureau of the Depart 
ment of Commerce which illustrates the unfair and discriminatory aspects of itsui's 
current campaign: 


"In the nature of things the nonconference carrier practicing these competitive 
methods can only accommodate a small minority of shippers, who, if they profit 
at all because of such methods do so at the expense of their competitiors, who 
constitute the great majority of our exporters.* 


As you know this Conference has already petitioned the Federal Maritime Roar! *> 
conduct a Section 19 Investigation of Mitsui's practices. 


As respects your letter of Jamary 7, 1955, with which you enclosed a copy of 
a letter dated December 28, 1954 addressed to the New York Freight Bureau (Hong Yong) 
by Mr. L. Mbbott, Chief, Regulation Office, Federal Maritime Board, Washington, ~ 
the following comments are offered: 


We do not understand either of the two points which you make in your letter. 
With respect to the first, you say that Mr. Tibbott's letter deals with a situation 
Similar in all respects to your own and that it represents a long-standing "no)ic" 
of the Federal Maritime Cocrd in this connection. You say that Mr. Tibbott's lette- 
clearly evidences the fact that shipments which you have made by non-conference 
vessels ore not in violation of the Shippers’ Rate Agreement which you hold with 
members of this “conference. 


The views expressed by Mr. Tibbott on the subject of the Hong Kong Conference s 
Shippers Freight Agreement and f.0.b. sales in foreign commerce have been read with 
much interest. There is nothing in that letter which could possibly amount to a 
policy, long-standing or otherwise, of the Federal Maritime Board. Also, so far as ~ 
can see, there is nothing in that letter that relates, either directly or by implication 
to the shipments you have made via non-conference vessels. 


There are four mumbered paragraphs in Mr. Tibbott's letter dealing with separate 
aspects of the Shippers Freight Agreement of the Hong Kong Conference. We would ap- 
preciate your advice as to which of those numbered paragraphs, or anything else in the 
letter that, relates to shipments made by your company via Miteui vessels. 
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As a second point, you state that the form of Shippers’ Fate Agreement in ar 
this Conference has not been approved by the Board and for that reason the grant’: 
contract rates to some shippers and the denial of such contract rates to others re- 
sults in unlawful discrimination under the Shipping Act. Your statement seers to 
imply that if our form of Shippers’ Rate Agreement had been approved, then it wouls 
not be unlawfully discriminatory under the Shipping Act to deny contract rates to so-« 
shippers while granting them to others. It seems clear that approval of the for- of 
Shippers’ Rate Agreement by the Federal Maritime Board would have nothing whatsoc ©r 
to do with the discriminatory or non-discriminatory effect of the terms of the Agree- 
ment. 


You also say that the refusal of the Conference to extend the benefit of its 
contract rates to you constitutes a discrimination against you in favor of your 
competitiors. The truth is to the contrary. This Conference's form of Shippers’ Fat~ 
Agreement provides, as do all others that have been examined, for the cranting of 
contract rates only to shippers who patronise Conference lines exclusively. The 
principal consideration for the contract rates given to shippers is their exclusive 
patronage. If the Conference were to grant contract rates to your company, or '- any 
other shipper that has not given the Conference lines its exclusive patronage, the 
Conference would most certainly subject itself to charges of unjustly discriminating 
against the great majority of faithful shippers that have abided by the terms of the!r 
rate agreements and of unduly preferring what the Department of Commerce termed in 
1935 to be "a small mino- ty of shippers". The only manner in which the Conference 


can avoid unjustly discriminating against shippers who have not violated their contra: 


obligations is to withdraw the right to contract rates from any ee found to have 
violated the terms of his contract. 


In v’~. of the foregoing, it is trusted you will reconsider your decision to file 
a formal complaint with the Board and in lieu thereof comply with the terms of your 
Shippers’ Rate Agreement. : 





Attachment. 


ect Chief, Regulation Office 








Fi 


P 
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False billing. 


Undue prefer- 
ence or 
advantage. 


Unfair means 
to obtain 
lower rates. 


To influence 
insurance com=- 
panies to 
discrininate. 


Penalty. 


PCE -%> 


SECTION 16 OF SHIPPING ACT, 1916 
(U.S.C., Title 46, sec. 815. 39 Stat. 734.) 


That it shall be unlawful for any shipper, consignor, 
consignee, forwarder, broker, or other person, or any officer, 
agent, or employee thereof, knowingly and willfully, directly 
or indirectly, by means of false billing, false clansification, 
false weighing, false report of weight, or by any other unjust or 
unfair device or means to obtain or attempt to obtain trans- 
portation by water for property at less than the rates or 
charges which would otherwise be applicable. 


That it shall be unlewful for any common carrier by 
water, or other person subject to this Act, either alone or 
in conjunction vith any other person, directly or indirectly—- 


First. To make or give any undue or unreasonable 
preference or advantage to any particular person, locality, 
or description of traffic in any respect whatsoever, or to 
subject any particular person, locality, or description of 
traffic to any undue or unreasonable prejudice or disedvan- 
tage in any respect whatsoever. 


Second. To allow any person to obtein transportation for 
property at less than the regular rates or charges then estab- 
lished and enforced on the line of such carrier by means of 
falee billing, false classification, false weighing, false 
report of weight, or by any other unjust or unfair device or 
means. 


Third. To induce, persuade, or otherwise influence any 
marine insurance company or underwriter, or agent thereof, not 
to give a competing carrier by water as favorable a rate of in- 
surance on vessel or cargo, having due regard to the class of 
vessel or cargo, as is granted to such carrier or other person 
subject to this Act. 


Whoever violates any provision of this section shall be 
lty of a misdemeanor punishable by a fine of not more than 
5,000 for each offense. 
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AMERICAN POTASH & CHEMICAL CORPORATION 


P 3030 West Sixth Street, Los Angeles 54, Californian > 
Y ated 7 of 
File: 660-25 
Jamary 7, 1955 


J. F. McArt, Chairman 

Pacific Coast Buropean Conference 
16 California Street 

San Francisco 11, California 


Dear Sir: 


We are writing with further reference to the matter described in our letter to 
you of December 9, 1954, to which we have not yet received a reply. 


We have meanwhile suffered, and are contiming A suffer, financial damage by 
reason of the Conference's refusal to extend us the contract rates. The fact 

the shipments of which you have complained were not in violation of the provisions 
of the Shippers Rate Agreement is clearly evidenced in the enclosed copy of a 
letter, dated December 28, 1954, from the Chief of the Regulation Office of the 
Maritime Board, to the New York Freight Bureau. This letter, which deals with a 
situation similar in all respecte to ours, sete forth the long-standing policy of 
the Maritime Board in this connection. 


It is clear, therefore, that your refusal to extend us the benefit of contract 
rates constitutes a discrimination against us anf in favor of our competitors, in 
violation of the Shipping Act. Moreover, according to our information, the Ship- 
pers Rate Agreement is invalid for the reason that it has not been ae 
approved by the Maritime Board under Section of the Shipping Act. nsequently, | 
the granting of contract rates to some shippers and the denial of such contract 
rates to other shippers would appear for this reason as vell, to result in unlav- | 
ful discrimination under the Shipping Act. : 


& 


Accordingly, unless the contract rates are restored ani arrangements are made to 
refund excess freight charges already collected, by Jamary 15, 1955, we shall 
make complaint to the Maritime Board in accordance with Section 22 of the Shipping 
Act. . 


Very truly yours, 

AMERICAN POTASH & CHEMICAL CORPORATION | 
/e/ C. M Quinn 

C. M. Quinn, Assistant Traffic Mamger |. 


CMQ't 
ccs Conference Members ' 
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A17-15/Docket 755:070 


New York Freight Bureau (Hong Kong) 

Peat, Marwick, Mitchell & Co., Secretaries 

Alexandria House 

Hong Kong, China Re: Docket 755 


Gentlemen: 


The petition in this docket questions the propriety of activities of your confer- 
ence and its members relating to F.0.B. shipments. Your shipper's freight agreement 
purports to bind signatory shippers to: 


"1. . . forward ali their shipments of the commodities emmerated in 

the Current Hongkong Joint freight Tariff made until the Contract has 
been terminated by notice as per Clause 9 of this Agreement, by then- 
selves, Subsidiary Companies, Associates under their control, or Agents, 
from the ports covered by the aforementioned tariff to the United States 
Atlantic Coast and United States Gulf Ports and/or to any interior points 
via the said ports with or without transhipment by vessels of the Carriers. 


"In agreeing to so confine the carriage of their shipments to the vessels 
of the Carriers, the Shippers hereby promise and declare it is their 
intent and purpose to do so without evasion or su! e either directly 
or indirectly by any means including intermediaries or subsidiaries 
and/or affiliated companies. The Shippers further agree that they will 
not make any shipments under this Agreement for the acoount or benefit 
of any firms and/or individuals who would not otherwise be entitled to 
the rights and privileges under this Agreement.* 


We believe it self evident that : 
(1) If a given parcel of cargo, not covered by the provisions of your Shippers' 


Freight Agreement, moves in foreign commerce of the United States, it may lawfully 
move by conference or non-conference vessel. 


(2) vine, Sashes of Leaate Veen o bane 100 Jo est. 0 eoteast, clanstery, seqeare 


as shipper in eaten iseued by a non-conference carrier, there wuld 
not appear to be a violation of the ae Cran be eae ee. Meee Ya. Poe renee 
and by the same token if such shipment moved by a conference carrier the contract 
rate would not apply, 


(3) Tease te subbing. s0 the chtepey'e Gieieht agneeasah Wated punperte to Linit 
the legitimate activities of the signatery in respect to the terms and conditions 
of purchases and sales. 


(4) It would be improper to advise a onatony shipper he could not accept orders 
on a F,O.B, basis for fear of violating the shipper's freight agreement. 


While it is perfectly proper for the conference or ite members, in the course of 
legitimate competitive cargo solicitation to attempt to persuade merchants to ship 
all their goods over the conference lines, if the conference or any of its members 
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are endeavoring to control or influence the terms of sale or movement of 'free" 
(non-contract) parcels of cargo in manner contrary to the prov{sions of the “tipning 
Act 1916, as amended, such activities should be terminated. Your advice as to this 
is requested. 


This letter is not to be construed gs intimating the views of the Board on the 
merits of Docket 755 vhich is still pending. 


Very truly yours, 
(Signed) L. TIPSQTT 


L, Tibbott, Chief, 
Regulation Office. 


oc: Herman Goldman, At 
Wew York Freight Bureau 
(Hong Kong) F 
120 Broadway, Bew York 5, us. Y. 


J. A. Demmean, Chairman 
New York Committee of 
Inward Par East Lines 


ll Broadvay 
Mew York 4, BH. Y. 


John J. O'Connor, Attorney 
Isbrandteen Co. Ine. 


Washington 5, D. 6, 


f 
h 
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. AMERICAN POTASH & CHEMICAL CORPORATION Re - 
, 3030 West Sixth Street f +% Ss 
Y Los Angeles 54, California 
File: 660-25 
AIR MAIL 


December 9, 1954 


Mr. J. P, MoArt, Chairman 

Pacific Coast European Conference : 
16 California Street 

San Francisco 11, California 


Dear Sir: : 
This will eacknewledge receipt ef your letters ef Bevenber 26 and HNevember 30, 1954. 


As ve pointed out in cur letter of November 19 the shipusat referred te in your letter 
of November 26, 1954 arese out ef a bema fide sale f.0.b. the Barber in which the purchaser 
exercised his right te designate the carrier by which shipment should be made. 


As to shipments om the Hakonesem Mara. This temmage represented benma fide sales f.0.b 
Los Angeles Harbor, the purchasers designating carrier. — 
the 


Akashisen Maru. 500 tem bulk shipment wes similar in every detail 
to that questioned in your letter of September 2 and which we explained in our letter of 
September 21. The bagged material represented bema fide sales made f.0.b. Los Angeles 
Harbor, or f.0.b. our Plant at Troma, Califermia; purchasers designating carrier. 


bema fide cales f.a.b. Los 


represent-od 
the Harunasen Maru. 30 tons represented a bema fide sale f.0.b. Los 


letter ef Hevenber 19, the which you quote from the 
amendment to the original Expert License Application dated 19, 1954 was neces- 
sitated by the fact that the purchaser, after the original Export License Application 
had been made, directed us, em February 12, 1954, to ship vie Miteul. Since we had 
we would net be specifically instructed on this subject, the 


70300 O— 61— pt. 3, vol. 1 40 
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GRAHAM, JAMES & ROLPH, 
San Francisco, Calif., October 9, 1957. 
Re shipments on MS Yapeyvw. 


Mr. G. LINcoLn LEwIs, 
Stokely-Van Camp, Ince., 
Indianapolis, Ind. 

DeAR Mr. Lewis: We have submitted to the Conference your acceptance of the 
proposal of September 26, 1957 with your restriction that the interpretation of our 
shippers’ rate agreement, as agreed upon between us, does not apply to sales to 
the U.S. Government or to sales, if any, made in good faith to a bona fide exporter 
operating wholly within the United States of America. The Conference replies 
that they fully understand your problem if you should make a sale to a domestic 
customer and at some future date the merchandise is later exported within the 
scope of the Conference without your knowledge. 

We think we are in clear understanding that what we are trying to do is to 
maintain the integrity of the rate structure and that if in fact you make a bona 
fide domestic sale and without your knowledge subsequently the goods find them- 
selves in export trade within the scope of our shippers’ rate agreement, this 
could hardly be charged as your fault. But in accepting this thesis, however, I 
am sure both of us recognize that you will have to use extraordinary care in 
connection with your sales. We know it would be your intention to see to it 
that the full integrity of this agreement is carried out and we will do likewise. 

It has indeed been a pleasure to dispose of this trouble—something with you 
to our mutual satisfaction. We hope if you come this way some day we will 
have the pleasure of meeting you. 

Sincerely yours, 
(Signed) GRAHAM, JAMES & RoLpH. 
cee: Conference. 

This answers your letter to us of October 8 and is self-explanatory, thus clos- 
ing the matter. 
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pee 404 


CAPCA FREIGHT CONFERENCE 
36 Pine Street, San Francises |, California 


Decenber 27, 1%, 





has been revised te rend as fellows | 


"The Shipper agrees that it will ust directly 
or indireetly, er threugh any associate or 
» arrange fer the twa 
Repairer porte severed 
wy taxis agreenmt of any commodities purchased 
ow weld by Shipper." 


i 


Te signify your aseeptance of the foreguing it is requested 
Last you sign the @mplieg ts ceread aod rv bers oom Se Mag capdawrec reed 
retaining the eviginal te be atteched te your copy of the contr,ct. 
Very truly yours, 


6. R. KM, Searetary 
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PACIFIC: COAST: EUROPEAN CONFERENCE 


44 mouteoouater etecet «- @Qam Pe anmcieco @* pe te 
twa J 0 
Telephone: YUKON 6-580 * Coble Adéresn ASPACON Vian 


40 Meat © Chalrmee 


2 Merch 1961 
Te Conference Contract Shippers: 


The Conference has written you from time to time with regard to its Contract Rate System. You were 
advised on 23 May 1958 that notwithstanding the decision of the Supreme Court of 19 May 1958 that the con- 
tract system of the Japan-Atlantic ané Gulf Freight Conference “was instituted for the purpose of curteil- 
ing Isbrandtsen's competition, thus becoming a device made illegal by Congress in Section 14 "Third" ® * @ 
ef the Shipping Act, 1916", this Conference considered its system unaffected and that it would continue 
administering its contracts as heretofore. 


As @ result of the Court's deciston, a “Steamship Conference Study" was inaugurated in 1958 and hearings 
were held here and abroad - in Burope and in Asia - by the Merchant Marine and Pisheries Committee of the 
House of Representatives under the Chairmanship of Congressman Herbert C. Bonner of North Carolina, 


Mr. Bonner introduced into the new Congress on 15 Pebruary 1961, amendments to the Shipping Act, 1916, 
in @ Dill designated as H. R. 5299. This DIL], if enacted into law, would create havoc in the trade between 
Peoific Coast ports and Burope so far as freight rates and other terms of transportation are concerned. 
Although the bill is directed against steamship lines, it would be equally harmful to American exporters, 
importers and others concerned with stable transportation conditions. 


Mr. Bonner has stated that hearings on his bill will be conducted by his Committee beginning 14 March 
1961. his Conference expects to be represented to testify vigorously ageinst the bill's proposals so far 
as they affect the Conference lines. It is believed, however, that you are also interested in preventing 
Gisruption of your business and may wish to express your views to your Congressmen or directly to Mr. Bonner. 


Mr. Bonner's bill gives lip service to Conferences and the contract rate system but it would impose so 
many limitations and restrictions upon Conference rate-making that if it became law, unquestionably Confer- 
ences would cease to exist. The bill recognizes this result and attempts to substitute a system of bureau- 
cratic rate contrel in foreign commerce under the Pederal Maritime Board that exceeds Pederal control of 
waterborne interstate commerce under the Interstate Commerce Commission. 


Por example, Mr. Bonner's bill would compel the filing of rates with the Board in trades between the 
Unite@ States and every point in the entire world, whether direct or vis transshipment. It would prohibit 
any increase or reduction without 50 days advance notice to the board, except with the Board's special per- 
mission. The Board could prevent any rate reduction for seven sonths! 


Rate-making would bog down in @ sea of red tape thet could prevent any line from fining rates with 
enough flexitility to keep American exporters competitive in foreign markets, &xporters in other countries 
meet no such restrictions, 


Government control of international shipping as proposed by Mr. Bonner would create far more probleas 
than it would solve, His bill is directly contrary to the traditional policy of the United States in this 
field. He seems determined to push his bill through despite testimony given his Committee that any such pro- 
gram would create unnecessary restraints upon our foreign trade. 


If you agree with the foregoing, you may wish to so advise your own Congreseman or Mr. Bonner, in care 
of the House of Representatives, Washington, D. C., and urge @ minimum of new legislation that will reaffirs 
the Conference principle of rate-making in foreign commerce based upon the continued effectiveness of the 
contract rate system we now have in this important Pacific Coast trade. 
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Mr. McArt. I think, Mr. Singman, that we wouldn’t have had that 
exchange of words, and so on, on tariffs if Mr. Waterworth had agreed 
to do one thing which I asked him to do, let me have a copy of his 
tariffs, I would have been glad to have exchanged them. 

Mr. James. May I suggest that if the conference is to be investi- 
gated, that Isbrandtsen be investigated for having this same practice. 

The Cuarrman. Of course, Isbrandtsen should be investigated for 
anything they have done. 

Mr. Meaper. Mr. McArt, I followed the exchange of views on cut- 
rate competition and stability and compliance and conformity, and so 
on, and I was very interested in them. I gathered that—and I don’t 
want to have this impression—that you really didn’t favor competi- 
tion. Should the record show that you don’t believe in competition ? 

Mr. McArr. On rates, you mean, sir? 

Mr. Meaper. Yes. 

Mr. McArr. On cut rates, no. 

Mr. Meaper. That is the thing that gets me. 

Mr. McArt. That is right. 

Mr. Meaper. Now, when is competition healthy in the American 
tradition and when does it become cut rate and evil ? 

Mr. McArrt. Let me explain, Mr. Meader, that so far as competition 
is concerned between the 26-member lines and the conference today, I 
can assure you, it is as intense as it is possible for it to be, the competi- 
tion between the member lines. That is not removed by the confer- 
ence agreement. The kind of competition that we want removed is 
the unfair competition facing those people who rely upon the con- 
ference to give them a uniform, stable rate, to cut the heart out of that 
rate and enable just a few to get their business into the markets 
abroad and undersell their competitors. 

Mr. Meaper. But you want competition on some other factors of 
the service besides the cost of the service, is that correct? Because 
the cost is identical with every member of your conference ? 

Mr. McArr. I wouldn’t go so far as to say that. 

Mr. Meaper. I don’t want to mislead you by the word “cost.” But 
the rate or price for performing the transportation service is identi- 
cal with every member of your conference line, isn’t it? Isn’t that so? 

I mean, they have got to agree to charge that rate? 

Mr. McArrt. In the conference. 

Mr. Mraper. Yes. 

Mr. McArt. That is correct. 

Mr. Meaper. So they compete with each other only in some other 
fashion, not with respect to the charge for their service 

Mr. McArr. You are right, that is correct. 

Mr. Meaper. Now, what other factors or features of the service are 
there in which they can compete? 

Mr. McArr. Well, in the trade in which I am associatedy the only 
other one is the matter of freight rates. 

But remember also that these people—— 

Mr. Meaper. With what? 

Mr. McArt. Freight rates, meaning lower freight rates. 

Mr. Meaper. Presumably they might time their sailings so that 
that would be of greater convenience to the shipper, or the frequency 
of their sailings ? 

Mr. McArrt. Possibly. 
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Mr. Meaper. That is one way in which one of your carriers could 
give preferred service without any difference in the charge they make 
for it? 

Mr. McArr. That is correct. 

Mr. Meaper. Now, what are some of the other features in which 
your carriers, members of your conference, can compete ? 

Mr. McArr. Against the cut rate? 

Mr. Meaper. No, against each other at the same rate. 

Mr. McArv. Oh, they compete in the type of ship, the facilities 
that are built into the ships. Many of these ships are built specifi- 
cally for the Pacific coast European trade. They have refrigerator 
compartments for the carriage of citrus fruit from the south and 
deciduous fruit from the north, coupled with speed. Their ports of 
call both here and abroad—all of the factors that go into the operation 
of vessels are present there. Some have more modern ships, they 
are faster, they lay the cargo down quicker, and that means a saving 
in interest charges, and so on. 

Those are all, as you said, legitimate means whereby, if I have a 
better fleet, the chances are that I am going to get more cargo than 
the line that has a fleet of old, wornout vessels. 

The handling of the cargo is a very important feature. And the 
expedition with which they handle the various facets of transporta- 


tion—claims, for example—all of these things affect the competitive 
situation with the conference. 

As far as the members are concerned, I can assure you, the com- 
petition is there between them. 

Mr. Meaper. I would like to ask you whether you are familiar with 
the testimony the other day by Mr. Bransten, the representative of 


the Pacific Coast Coffee Conference ? 

Mr. McArr. Pacific Coast Coffee Association ? 

Mr. Meaper. Yes. He complained rather bitterly that the ship- 
pers were at the mercy of the conference, and their protestations re- 
ceived very little attention. I think he made some reference to the 
investigation of this committee, which seemed to have the effect of 
freezing rates. Now, I wonder if you are familiar with his testimony 
and his complaint, and also his suggestions that somehow a Govern- 
ment body has got to get in here and see that the rates are fair. And 
T would like your comments. 

Mr. McArr. I don’t like to comment too much on that, Mr. Meader, 
for one reason. It is not within my trade, and therefore I don’t have 
the familiarity with it that a chairman should have. 

Mr. Meaper. I didn’t want you to comment on the factual matter. 
I wanted you to comment upon the general idea that shippers com- 
plain that they have very little voice in what they have to pay for the 
transportation service when it is fixed by the conference. 

Mr. McArt. I see. Did he want the Government to fix the rates! 

Mr. Meaper. He was a little bit nebulous about just how far he 
wanted the Government to go. But he wanted the Government to 
prevent the conferences from fixing unfair rates, unfairly high. 

Mr. McArr. I think what he was trying to say, then, is probably the 
same thing in different words. But I can’t possibly subscribe to any 
fear that the Government in foreign trade should have any power to 

rescribe rates as you do in interstate commerce—rail, water, whatever 
it may be. In foreign trade you have two nations involved ; the nation 


Ce tee ae eee ae a. ae, ee a 
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at the commencement of the voyage and the nation at the end of the 
voyage. If you find, as was stated by Secretary Cordell Hull back in 
1935, I believe it- was—you could very well have complete chaos if one 
government prescribed a rate of freight on watches that was different 
from the rate prescribed by the other. In that case there would be no 
watches moved in that trade, because you would violate the law of one 
country or the other if they didn’t come up with exactly the same rate. 
And I can assure you that it would be, in my opinion, impossible for 
that thing ever to work. And I think that, in justice to the coffee trade 
from South and Central America, it would be the same as in any other 
foreign trade. 

Mr. Meaper. Now you have answered my second question—— 

Mr. DononveE (presiding). Would you yield just a moment? 

Wasn’t that the reason for the Reciprocal Trade Agreements as 
sponsored by Secretary of State Hull at the time you speak of, the 
Reciprocal Trade Agreements between nations? 

Mr. McArtr. Yes; because that is where the two countries got to- 
gether, if that is what you mean. 

Mr. Dononvr. And it was because of the Reciprocal Trade Agree- 
ments—wouldn’t they establish what might be regarded as fair rates 
for foreign commerce ¢ 

Mr. McArr. Not without a reciprocal agreement also. 

Mr. Dononve. That is what I mean. 

Mr. McArr. You mean with a reciprocal agreement—I many 
that if any such agreement did come to pass; yes; but no such agree- 
ments have ever been entered into. 

Mr. Dononvr. Thank you, Mr. Meader. 

Mr. Meaper. Mr. McArt, you answered my second question, namely, 
that you don’t believe that the Federal Maritime Board or any other 
governmental body of just one government could effectively fix rates 
for ocean freight traffic. That is your testimony, isn’t it? 

Mr. McArt. That iscorrect; I do not believe that. 

Mr. Mrapor. How about the first question, the complaint that ship- 
ch feel that they are at the mercy of the conference and have very 
ittle voice in the fixing of the costs or the price they will have to pay 
for the transportation service furnished by your carriers? Do they 
have a valid complaint, do you think ? 

Mr. McArr. I would hate to say “Yes” or “No” to that. The facts 
and circumstances of each case would determine it. The coffee trade, 
Idon’t know. I don’t know whether that is so or not. 

Mr. Meaver. Let me ask you: In your conference do you get com- 
plaints from shippers, who would like to use the vessels of your car- 
riers, that the charges are exorbitant ? 

Mr. McArr. I wouldn’t say we get very many complaints that our 
charges are exorbitant. What we generally get would be a request— 
let’s take canned goods. In the trade from Australia, or from Cape- 
town, they have reduced their rates from this level to another level, 
and they come to my conference and say, “Gentlemen, we would like 
to discuss with you a reduction in the rate of freight on canned goods 
from here to Europe,” and you sit down with those people across the 
table. And in my opinion, since the rates today, 14 years after I came 
to the conference are the same or lower than they were 14 years ago, I 
think we have—and we have had many meetings with the canned goods 
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traders—and this is illustrative of other cargoes too, Mr. Meader—we 
sit down and endeavor to the best of our ability across the table to meet 
each other’s views. 

Mr. Meaper. Now, I was interested in your reference to the competi- 
tion from Australia, and so on, when you made it before, because there 
is some control on the level of your rates because of competition from 
oe ane of the world. And you don’t find any fault with that, I 
take It 

Mr. McArr. I wouldn’t say I don’t find fault with it. There is noth- 
ing we can do about it. 

Mr. Meaper. You aren’t recommending a worldwide conference so 
that it will eliminate competition between areas? 

Mr. McArr. Oh, no. That is going a little—that is the millennium, 
I guess. No; I wouldn’t recognize that. 

And another thing, too; I would like this record to show that so far 
as I know—and I have been in transportation now with the predeces- 
sors of the Board and the conference for the better part of my life— 
it certainly is my understanding that this country does not want rate 
cutters in the transportation business. Certainly it is my understand- 
ing that so far as the Interstate Commerce Commission is concerned 
they don’t want one railroad cutting the rates of some other route, and 
so on. 

Just this morning in the papers, if I may revert to it, there was an 
article about some airlines that, because of the failure of the Interna- 
tional Air Transport Association to come up with a renewal of recur- 
rent rate agreement that will expire April 10, three lines—Pan Amer- 
ican, Trans-World, and Seaboard and Western—are asking the CAB, 


I guess it is—the CAB to approve an understanding between them. I 
bh 


think probably—not probably ; I am quite sure—that the CAB is not 
going to see to it that these people are not put out of business, because 
if they find that they are in a rate war, it is just a matter of no time 
flat before somebody has got to go out of business. 

Mr. Meaper. I am trying to get at this point, Mr. McArt, where com- 
petition is healthy and desirable and a good thing, and the place where 
it becomes evil, as you describe it, cut rate. Now, I will have to say that 
I have been disturbed that you seem not to be one of the enthusiasts 
for the competitive situation, which I happen to be; I believe that com- 
petition is a healthy thing. Now, I am concerned about the shippers 
complaining that they are at the mercy of what in effect is a trans- 
portation monopoly; that the members whe are to derive this income 
from the service they perform seem to have the power to make their 
rates whatever the traffic will bear, while the shippers have very little 
to say about it. 

Now, you point out that there is competition between the different 
areas of the world producing similar commodities and trying to serve 
the same market. That is competition which does have a tendency 
to prevent the members of the conference from charging too much. 

lso, of course, there is a point at which no traffic will move. 

Mr. McArt. That is correct. 

Mr. Meaver. You can put your rate so high that a canner just 
couldn’t afford to ship his product to Germany. 

Mr. McArr. I agree with you; yes. 

Mr. Meaper. That is a deterrent for an excessively high rate. 

Mr. McArrt. That is right. 
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Mr. Meaper. And, of course, another deterrent is, as you say, that 
you can’t prevent a nonconference carrier from getting in a trade, 
and if you get your rates too high, you are bound to have some inde- 
pendents who will then take your traffic away from you. 

Mr. McArr. No question about it. 

Mr. Meaper. Which is just what has happened. But outside of 
those three deterrents, don’t you have almost complete power to 
charge all the traffic will bear in the conference ? 

Mr. McArr. I suppose you could say that, Mr. Meader, that we do 
have that. All I can say in answer to that is that down through the 
years it has been recognized that transportation is a peculiar indus- 
try, and certainly in all the years I have been associated with it, I 
don’t think anybody is going to legislate themselves out of business 
by imposing that type of rate which we just discussed a moment ago 
which would cause the traffic to cease to move. In other words, if that 
happens, the carriers themselves are equaly in a precarious position, 
because they have nothing to carry ; correct./ 

In other words, if they make rates so high the canned goods won’t 
move to Germany, then they are suffering along with the shippers. 

Mr. Meaper. Let’s see if we can get one step further. Let’s talk 
about the specific example you have testified about, the Wallenius 
Line. 

Mr. McArr. Yes, sir. 

Mr. Meaper. Your rate for canned goods was $1.85, as I recall. 

Mr. McArr. Tothe Continent, yes, sir, that is right. 

Mr. Meaper. You don’t know even today what rate Wallenius 
charged ? 

Mr. McArrt. I don’t know with exactitude, but I believe I do. I 
think it was $1.25. I think we could use that as a figure. I think it is 
a fair figure. 

Mr. Mraper. Now, that was a very substantial difference between 
$1.85 and $1.25. 

Mr. McArr. That is correct. 

Mr. Meaper. The canner saves 60 cents on each unit to which that is 
applied, isn’t that correct ? 

Mr. McArrt, Yes, sir, that is a very substantial difference. 

Mr. Meaper. And you would describe that as a rate-cutting, a 
rate war? 

Mr. McArr, Yes, sir. 

Mr. Meaper. But suppose Wallenius instead of charging $1.25, 
charged $1.75, only 10 cents under your rate, would that be within the 
realm of healthy competition, or is that also a cut rate? 

Mr. McArr. That is also a cut rate. But I say to you that the 
competition is such that even that 10 cents with respect to canned 
Sods: is enough to cause a disruption in the trade. 

Mr. Meaper. In other words, anything that is lower than the confer- 
ence rate is cutrate competition in your mind ? 

Mr. McArr. Yes, that is correct, so far as the conference is con- 
cerned, it is. And that is the way the shippers regard it too. 

Mr. Meanper. Even though the service might not be quite as good 
that Wallenius could furnish as compared to that furnished by the 
members of your conference ? 

Mr. McArr. That is correct. 
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Mr. Meaper. But still he must be able to compensate for not being 
able to give quite as good service by making some reduction in the 
rate? 

Mr. McArr. Yes, because if he does that, then he is preferring those 
few shippers who can use those services to the detriment. of the ship- 

rs who prefer to use the conference line. Remember, as I said ear- 

ier, 10 cents, 15 cents, whatever the reduction is is enough to put your 

canned goods into that German market. And sometimes I have seri- 
ous doubts that the amount of money they say is detrimental to them 
is actually so, nevertheless they make that plea, that whenever there is 
a rate of freight which is lower than what they are charging—I am 
talking now about those who stick to the conference lines—they are 
the ones who come to us and ask us to do things for them. I can assure 
you, the members of the Canners League are up in arms the moment 
these people come to patronize the outsiders. 

Mr. Meaper. I gathered from your testimony that you thought the 
Wallenius operation—and you say now it doesn’t make any difference 
whether it was a 60-cent differential or a 10-cent differential—— 

Mr. McArrt. That is correct. 

Mr. Meaper (continuing). Was evil and wrong as rate cutting, but 
that the Australian rate, 1f the rate was lower than your rate to Ger- 
many, that that was not evil competition or rate cutting? 

Mr. McArr. In the first place, there isn’t anything we can do about 
that competition. But of greater importance, Mr. Meader, is the 
fact that we do know what the lines from Australia charge. And I 
can assure you that it wasn’t until the last 2 weeks or 3 weeks that 
I knew what Wallenius was charging. 

Mr. James. And I might add, long after théy went out of the trade, 
and we found out the rate only by subpena in the court in the lawsuit. 
So we were attempting to meet a rate which we did not know. 

Mr. McArr, That is what I mean by tilting at a windmill. 

Mr. Meaper. You have a completely different feeling on ethical 
grounds toward the competition that you got from Wallenius than 
you do about the competition that was furnished by the shippers in 
Australia because of a preferable rate against your shippers on the 
west coast ? 

Mr. McArrt. That is right. We have competition, Mr. Meader, for 
example, out of the gulf, let us say out of New Orleans to Bremen and 
Hamburg, out of New York to Bremen and Hamburg. They don’t 
have the same rates we do, their rates are different. They offer com- 
petition to us the same as the others do, but remember, we know what 
their rates are, and we just don’t stand still, we can take whatever [| 
action we want. : 

Mr. Meaper. I am beginning to get the idea that the thing that is | 
wrong about the cutrate competition is that you don’t know what rate 
they are charging. 

Mr. McArrt. That is 90 percent or, perhaps, more, of what is wrong 
with it. The cutrate operator, believe me, endeavors to keep as close 
to himself as he possibly can what he is charging to his shippers. 

Mr. Meaper. If he made his rate public, you wouldn’t find his com- 
petition evil, then ? 

Mr. McArr. Oh, I wouldn’t say that. I wouldn’t go quite so far as 
to say that. Certainly if we knew what his rates were, then we could 
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do the same with his rates as we are doing with the rates from Aus- 
tralia. But as it is now, when we reduced our rates, Mr. Meader, from 
$1.85 down to $1.50, we were hoping that we came down to the same 
level that Wallenius was quoting, but we didn’t know it, we found 
out afterward that we were 25 cents too high. 

Mr. James. Mr. Meader, may I add something here, because I 
think there is an important point that is not quite being touched on in 
the colloquy. And that is that, so far as the conference is concerned, 
their rate, their tariff is published and known, and the members of 
the conference are bound to charge the rates and the tariff. The non- 
conference operator, on the other hand, maintains his rate policies 
in secret, and because of the ability in international trade of carriers 
to collect their charges either from shippers or consignees at their 
sole option, nonconference carriers are able and do follow the practice 
of whine their charges to the consignees in Europe in thistrade. And 
now, they do not file their charges, they are not available to the con- 
ference lines who are their competitors, therefore, the conference lines 
are attempting to compete void ehniges that are made to consignees 
through private agreement between the nonconference carrier and the 
consignee on the other side. And the charges are arrived at with the 
consignee, payment made, and the vessel loads and departs. And the 
members oF the conference have no knowledge of that until long after 


when they may find out through some device such as filing a lawsuit 
and filing—and serving a subpena in order to get the rates. 

So that the competition that is cutrate competition which is a vicious 
type of competition, is not the type of competition where one com- 
petitor knows what the other competitor’s rate is and has the oppor- 


tunity of meeting it. But a conference makes their rates available 
to their competitors, but do not know the competitors’ rates and there- 
fore cannot meet their rates. That is the kind of competition that is 
unfair, and it is disruptive. 

Mr. Meaper. I would like to ask one more question, Mr. McArt. 
There has been some consideration given during these hearings—some 
have expressed their views on the desirability of having the regula- 
tory functions of the Federal Maritime Board separated from their 
administrative functions. Do you have any views on that? 

Mr. McArr. I certainly do, sir. I think that before any chan 
in the Shipping Act is made, that that step should be taken. The 
harm which is done by having the Board act as the dispenser of 
Federal funds in the form of subsidies to American-flag lines, and 
at the same time sit in judgment on the actions of all of Chest Amer- 
ican-flag lines and foreign lines, is a situation which, in my opinion, 
cannot possibly be justified. That is the truest mixing of oil and 
water that I know of. It would be like, for example, the Interstate 
Commerce Commission holding a controlling interest in the Penn- 
sylvania Railroad. I don’t think the Baltimore & Ohio would like 
it very much if they had to go before the Commission and prosecute 
a case before that body, knowing that the Commission was the owner 
of its a competitor, the Pennsylvania Railroad, whatever it 
might be. And until that separation of those two functions—and 
believe me, the nonglamorous regulatory functions are being sub- 
ordinated to the more og anal functions of the shipbuilding and 
the launching of vessels, the nuclear ship Savannah, and all those 
things of that type—the ex-Chairman of the Federal Martime Board 
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informed Mr. James and myself that the amount of time that was | 
put in on regulatory matters of the character we are discussing here 
today was certainly not over 10 percent 

Mr. James. Five. 

Mr. McArr. He says five. I am being a little more modest, and | 
I say it was not 10 percent. Now, with a three-man board, I am f 
not In any manner whatsoever saying that subsidies should not be 
granted, that is the will of Congress, and so far as I am concerned, 
I am convinced that it is necessary for this country to subsidize its | 
merchant fleet if it is to stay in operation. But I do say to you [| 
that if carriers who are subject to legislation or continue to be sub- | 
ject to it, then they should have an absolutely impartial board of [ 
review, whatever it may be, to dispense that regulatory justice. 

Mr. Meaper. Thank you very much. 

Mr. Peer. I have one or two questions. 

Mr. McArt, regarding the carriage of MSTS cargo by States Ma- 
rine, which was , haat earlier this morning, what was the disposi- 
tion of your conference on the States Marine violation ? 

Mr. McArrt. We found that there was a violation of the agreement 
because they had departed from those articles which I read earlier, 
by the fixing of rates by joint action, and so on. 

Mr. Peer. Was States Marine punished for it ? 

Mr. McArrt. No, they were not. 

Mr. Peer. Were they reprimanded ? 

Mr. McArr. You might say they were reprimanded and told not | 
todoit. But there was no penalty. 

Mr. Peer. Can you tell us with regard to MSTS cargo on trade 
routes where there is no competition, such as the one we discussed 
earlier, does the Army, to your knowledge, ever charter outside non- 
conference vessels for the carriage of goods on such trade routes? 

Mr. McArr. I don’t think so, but I had better not answer your 
question positively. 

Mr. Peer. In other words, it would stick to a line like States Marine 
which was already in the trade route ? 

Mr. McArr. Yes. I don’t think they would go outside and bring 
someone in, if that is the answer. I am sure they wouldn’t do that. 
They don’t want to do things which are going to tear down the 
American-flag participation on a particular trade route, I am sure 
they wouldn’t. 

Mr. Peer. You also testified earlier that you personally did not feel 
that the Shipping Act extended to cover the Ensenada-European 
traffic. 

Mr. McArr. Yes, I did. 

Mr. Perr. Now, the antitrust laws might be said to apply to U.S. 
carriers serving foreign trade routes when their activities “affected” 
the foreign commerce of the United States. If this were the case, 
since no antitrust exemption would exist under the Shipping Act, 
under Peg interpretation of the Shipping Act, all conference activ- | 
ities of such carriers in such trade routes, if they happen to be Amer- | 
ican carriers, might be said to be outlawed by the antitrust laws. Do | 
you think that would be a desirable situation. 

Mr. McArr. Well, I should think you have now got me “on the 
hip.” I think that would be a legal question. I think I had better 
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pass that. I would rather have counsel answer it, if you want it 
answered. 
| Mr. Peer. Would you care to comment on that, Mr. James? 

Mr. James. Yes, I would. 

If we assume, as you have stated your question, that trade between 
two foreign nations is subject to the laws of the United States—— 

Mr. Peer. Because of its “affect” on the commerce of the United 
States ? 

Mr. James. For any reason, either because it has an effect upon 
the commerce of the United States, which obviously all international 
trade does, or for any other reason, if it becomes subject to the laws 
of the United States, and if we assume that—and I say “assumed” 
because I do not think it is the fact—then the consequences which 

ou have supposed would follow; namely, that an American line 
being subject to the laws of the United States under those cireum- 
stances would not be exempt from the antitrust laws, there would be 
no approval which could exempt them from their doing, and their 
participation in the conferences to other countries would not be sub- 
ject to exemption from the antitrust laws, that would be harmful. 
However, having made those observations, I should like to observe 
this, that the Shipping Act of 1916 applies by its own terms only to 
the export and import commerce of the United States. My recollec- 
tion of article IV of the Constitution is that the power of Congress to 
legislate is limited to commerce between the States and with foreign 
nations. I do not believe that trade between Peru and Afghanistan 
iscommerce of the United States with foreign nations. 

Mr. Marretz. May I ask one question, Mr. McArt. I think you 
testified a few moments ago that rate wars had the effect of driving 
carriers out of business. Did I understand you correctly ? 

Mr. McArt. Rate wars have the effect of driving carriers out of 
business ? 

Mr. Maerz. Is that correct? 

Mr. McArr. Yes, I think that is a fair statement, I do. They have 
to survive the economic impact of 

Mr. Maerz. Have there been any rate wars in the Pacific Coast 
European Conference since you have been chairman? 

Mr. McArr. Well, I would say in a sense that it was a sort of 
localized rate war that we have just gone through with respect to 
Wallenius. 

_ Mr. Maerz. Have there been any other similar types of situations 
in the past ? 

Mr. McArrt. I am trying to recall, Mr. Maletz, whether there have 
or not. 

Well, Mitsui was operating as a nonconference line. It was my 
recollection that there was some adjustment in the rates made to meet 
that competition, but I don’t think we probably would have char- 
acterized it altogether as a rate war, but we had a little bit of 
contention there for awhile. 

Mr. Materz. In all this, have any carriers gone out of business as a 
result of disturbances of rates in your trade? 

Mr. McArt. In my conference? No, there have not, because, frank- 
ly, I think I ean say to you that the conference demonstrated that the 
stability of rates it was seeking was controlled to a point where it was 
not necessary for anybody to go out of the trade. 

70300 O—61—pt. 3, vol. 1——41 
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Mr. Marerz. Will you supply for the record a list of all carriers } 
which have been put out of bantintied as a result of the rate war? 
Mr. McArr. You mean in my trade? ' 

Mr. Materz. In your trade or in any other trade with which you are 
familiar. ) 

Mr. McArr. That is a pretty large order. 

Mr. James. May I comment on that, Mr. Maletz? . 

As the records of the Board in their formal proceedings, particu- f 
larly docket 128, point out, there have been many carriers driven out |) 
of the U.S. trade as the result of rate wars—— / 

Mr. Materz. Just a moment, Mr. James. As TI recall Mr. Morse’s | 
testimony, the former Chairman of the Federal Maritime Board before | 
the Bonner committee, he was unable to point to more than one or two 
instances where the U.S. foreign or flag carriers were put out of | 
business as a result of rate wars. - Isn’t that correct ? F 

Mr. James. That was Mr. Morse’s testimony, as I recall it, and it 
was not accurate. 

Mr. Maerz. Would you endeavor to correct that testimony ? 

Mr. James. I will furnish you a copy of the report of the Federal 
Maritime Board in which they record the lines that were driven out 
of business as a result of rate wars. 

(Subsequently, the following was received :) 

GRAHAM, JAMES & ROLPH, 
ATTORNEYS AT Law, 
San Francisco, Calif., April 7, 1961. 
Mr. HERBERT N. MALETz, 


Chief Counsel, Antitrust Subcommittee, Committee on the Judiciary, U.S. House | 
of Representatives, Washington, D.C. : 
Deak Mr. Matetz. During the testimony of Mr. John F. McArt before the sub- | 
committee, I agreed, at your request, to furnish a copy of the Federal Maritime | 
Board’s decision in docket No. 128. You may recall you asked me whether any 
steamship lines had gone out of business as a result of rate wars in the American 
import and export trade and I answered that many had, citing the report in | 
docket No, 128 as reference material to lines driven out of the trade by such rate | 
wars. 
I have found upon studying docket No. 128 that it does not specifically mention | 
any particular lines driven out of the trade, aithough it does refer to the 
breakdown and collapse of conferences as the result of nonconference competi- 
tion. Upon inquiry, I have been informed that many lines were forced out of 
business as a result of the rate wars in the 1930's, recorded in docket No. 128 and 
in docket No. 126. It is my information that a testimony to this effect was in- 
troduced in docket No. 128. I have now been informed that the Federal Mari- 
time Board has lost or misplaced the transcript of the record in docket No. 128, 
one of the most important proceedings ever conducted under the Shipping Act 
of 1916. I am presently trying to locate another copy of the transcript in order 
to answer your inquiry and shall furnish the information as soon as possible. 
Sincerely yours, 
LEONARD G. JAMES. 


Mr. Peer. I got the the impression that your conference adopted | 
its present policing plan after you had urged a more formal neutral 
body type of arrangement on the conference ¢ 

r. McArr. You say after we had done what, sir? 

Mr. Peer. I got the impression that you had urged a more formal 

type of ee arrangement on the carriers. Is that true? 
r. McArt. Yes, I would say, sir, that is correct. 
Mr. Peet. Why did the conference not adopt your approach? 
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Mr. McArt. We did adopt it, sir. We adopted the “Undertakin 
for Self-Regulation,” is the title we gave it. I filed it with the Federa 
Maritime Board. 

Mr. James says in 1960—it is now March 9 or 10, 1961, and we 
haven’t gotten approval of it yet. 

Mr. Perr. My only point was that your present policing arrange- 
ment seems to be a much more informal arrangement than is gen- 
erally conceived to be the neutral body arrangement. 

Mr. James. That is correct. 

Mr. Peer. Why was the less formal arrangement adopted ! 

Mr. James. Because the Federal Maritime Board will not approve 
the formal agreement, they have permitted it to sit in their files 15 
months without any action. If they would approve it we would 
be happy to put it into effect immediately. 

Mr. Stneman. Isn’t the reason they won’t approve it because the 
| conference refuses to put in a provision requiring the neutral body to 
report to the Board on the disposition of each case brought to its 
attention ¢ 

Mr. James. That is true. And therefore the Board says they simply 
wont’ act on it despite the fact that section 15 requires them to act on 
every agreement filed with them. 

Mr. McArr. Approve or disapprove. 

Mr. Peer. And is your conference also concerned with the so-called 
double jeopardy possibility ¢ 

Mr. James. That is the point that Mr. Singman has just brought up. 

Mr. Dononve. If there are no further questions, we will now sus- 
pend this meeting, and reconvene at a quarter to 3, at which time we 
will hear the witnesses for the NYK. 

(Whereupon, at 1:45 p.m. the committee adjourned, to reconvene at 
2:45 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Rogers (presiding). The committee will come to order. 

We will continue with the NYK questioning. 

Mr. Stneman. Mr. Chairman, I believe, when the subcommittee sus- 
pended taking testimony from Mr. Kannauchi and his colleagues, we 
were about to examine a document from the files of Mr. Kannauchi’s 
office in New York. It is a letter dated November 2, 1959, addressed 
to Hill, Betts & Nash, at 26 eee and signed by Mr. Kannauchi, 

s 


general manager, but. with the initials “H. K.” in the lower lefthand 
corner. 
I believe I asked Mr. Kannauchi whether those initials indicated 


that the letter was drafted by Mr. Kawai. 


TESTIMONY OF ISAMU KANNAUCHI, ACCOMPANIED BY R. 0. FLOOD, 
K. KAWAMURA, GEORGE YAMAOKA, AND JIRO MURASE—Resumed 


Mr. Kannavout. Yes, sir. 

Mr. Srneman. What position did Mr. Kawai ones at that time? 

Mr. Kannavucui. He was at that time in charge of things seleting 
to the investigation in the shipping circle and also many kinds o 
gens which include contracts with the port authority; something 
ike that. 
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Mr. Srneman. I would like to read a portion of this document, Mr. 
Chairman. 


We hasten to give you below the explanation regarding the grouping of Japa- [| 
nese shipping lines which services to have come into question at the meeting with | 
the port authorities on October 29th. ; 

As we mentioned you the other day, the problem of our pier lease has nothing 
to do with the grouping of Japanese lines. In other words, we can see no pos 
sibility that some Japanese lines who make group with NYK line will use the | 
NYK pier either in the manner of joint usage or under sublease contract. Asa | 
matter of fact, it is already materialized subject to the approval of FMB in | 
United States that we made one group with Mitsui Line and, as you know, this | 
line is understood to have concluded a long-term contract of pier lease with city 
authorities. 


By way of precaution, we would furnish you with some outline of this scheme F 
as follows: 


(1) This proposed grouping is not based upon the directive of the Ministry of ; 
Transportation, but is voluntarily formed under the suggestion and support of | 
the Government. 

I understood you to say, Mr. Kannauchi, the other day that this 
was in the form of an instruction from the Ministry of Transport. 

(The document referred to appears at p. 620.) 

Could you reconcile those two statements? 

Mr. Kannavcuti. I remember I did not say these arrangements 
quoted are based on the instruction of Japanese Government. 

In other words, with respect to these pooling arrangements, we 
made arrangements with Mitsui Line under the suggestion of the 
Japanese Government, not strictly the direct instruction of the 
Government. 

That is why this was stated here subject to Federal Maritime Board 
approval. 

Mr. Stneman. You say it was subject to Federal Maritime Board 
approval ? 

Mr. Kannavcuati. I beg your pardon ? 

Mr. Stneman. You say it was subject to Federal Maritime Board | 
approval ? 

Mr. Kannavcat. Oh, yes. 

Mr. Srneman. Were these arrangements not, in effect, a continua- 
tion of the practices engaged in by the principal Japanese lines in 
the years prior to 1959; as a matter of fact, since 1953? : 

Mr. Kannavucut. My understanding is that we have three big items 
for which the Japanese Government gave shipping lines their instruc- 
tions, one of which is with respect to the observation of certain rates; 
and second is loading restriction; the third one is a certain procedure 
to get Japanese Government approval in case a certain company wants 
to open a new service, and also wants to make a change in ports of 
call, and also increase in frequency of sailing. 

These three points were what we had to observe, and also every 
company acted under the instructions of the Government, and also, 
with regard to the sailing or the loading and also the creation of the 
new service and change of call and so forth, the instructions are still 
now in effect in Japan. 

In other words, we carry out in the same way now. And so this 
matter is concerned with lease contract with the port of New York. 

This matter has nothing to doa—— 
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Mr. Stneman. That is right. I understand that. I think that is the 
point that this letter makes. 

Mr. Kannavcnt. Yes. 

Mr. StnemMan. But my question is: Has not some part of this three- 
part restriction—has not some part of that been in effect in one form 
or another since 1953 ? 

Mr. Kannavcnt. I could not understand well what you said. 

Mr. Sineman. I am asking you whether or not the Japanese lines 
have been restricting themselves since 1953 in one form or another? 

Mr. Kannavucut. My understanding is they never restricted them- 
selves regarding these items, 

Mr. Stneman. Regarding these three items? 

Mr. Kannavucut. All three items. 

Mr. Stneman. Right. 

Mr. Kannaucuti. In other words, individual lines acted with regard 
to these three items just under the instruction of the government. 

Mr. Stneman. When was this instruction given, Mr. Kannauchi? 

Mr. Kannavcat. When? 

Mr. Stneman. When. 

Mr. Kannavucui. About the rates, I understand it was given from 
the Government in January of 1954. I mean it was carried out from 
the beginning of 1954. Maybe the instruction was given at the end 
of 1953, and also the same thing as to the loading restriction. 

About the creation of services, and so on, my understanding is the 
Government gave instructions, in general, to companies in 1954, some 
time in 1954, to my memory, and also the Government gave more 
detailed instruction in this matter to eight companies which were 
leading companies in Japan at that time. 

The instructions were in the same manner. 

Mr. Stneman. When were the instructions—— 

Mr. Kannavucui. If you want to know the details thereof, you can 
see from the paper—— 

Mr. Stneman. Will you submit that for the record? 

Mr. Murase. It was already submitted. 

Mr, Stneman. May I ask when the instructions were given for the 
eight lines ? 

Mr. Kannavcui. It was in July 1956. 

Mr. Stneman. You indicated a moment ago that these agreements 
among the eight—or I think it is now nine lines; is it not ? 

Mr. Kannavucui. Japan to New York, 9 companies, and also 11 
companies from Japan to west coast of United States. 

Mr. SincmMan. You indicated a moment ago that this agreement, or 
this pooling arrangement, or this restriction, was subject to be filed 
by the Federal Maritime Board. In fact, you did file, or the Japanese 
lmes did file an agreement with the Maritime Board; did they not? 

Mr. Kannaucut. We filed already in 1959, and already got ap- 
proval from the Federal Maritime Board. 

Mr. Suveman. Those were filed in December of 1959, were they not ? 

Mr. Kannaucui. Yes. 

Mr. Stneman. Four separate agreements ? 

. Kannaucui. Yes; four separate agreements. 
. Sineman. And they were filed in, I think it was, December 14, 
1959; is that not correct ? 
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Mr. Kannavcut. I do not remember the dates. 

Mr. Stneman. But approximately it would be in December, sir? 

Mr. Kannavucuti. In December, approximately. 

Mr. Srtneman. My question is, Mr. Mahan ahi: Why did the Jap- 
anese lines wait from 1954 until 1959 before they filed this agreement, 
or these agreements, with the Maritime Board? 

Mr. Kannavcut. I could not get-—— 

Mr. Srneman. I will repeat. Why did the Japanese lines wait | 
from 1954 until the end of 1959 to file these four agreements with the | 
Maritime Board ? 

Mr. Kannavcut. This arrangement for pooling came about in 1959, | 
We never discussed it before that. : 

Mr. Stneman. How is the pooling arrangement different from the | 
restrictions, the three restrictions that you mentioned ? 

Mr. Kannavcut. I have to give the story as far as I can. If it is | 
insufficient, Mr. Kawamura will supplement. As I told you, the | 
Japanese Government directed every itis concerned to restrict sail- 
ing—increase of sailing. 

However, suppose one company applies to the Government one 
more sailing per month, then Japanese Government had to allow the 
remaining each company’s one more sailing increase per month, if they 
permit the applicant one more sailing per month. 

Why the Japanese Government suggested this was that it affected 
every company concerned on the trade to New York the Government | 
wanted to restrict the increase of sailing. 

They wanted to form three groups and making pooling arrange- 
ments in each. 

Then, if any company wants to have increase of sailing, Govern- 
ment may instruct it should be done on the basis of group. 

In our case NYK and Mitsui. Supposing the group fiebiak Mitsui 
and NYK line wants to increase one sailing per month, then Govern- 
ment can only permit three sailings per month, instead of nine sail- 
ing increase per month. 

o you understand ? 

That was the idea the Government had at that time, and they sug- 
gested it to form groups into three. If it can be done into one group, 
it is most desirable. 

Mr. Streman. This was suggested at the end of 1959? 

Mr. Kannavcni. Not the end. Some time in 1959, to my memory. 
Also, of course, if we make pool arrangements, just like we are plan- 
ning now the pooling arrangement from the Gulf to Japan, it elimi- 
nates unfair competition. 

Not “unfair,” I should say excessive competition among lines. 

. eat tt also the second objective the Government had and every 
ine had. 

In accordance with these lines, the Japanese lines formed a pooling 
agreement into three groups, and filed it and got approval. 

Mr. Srneman. Let me phrase the question this way, Mr. Kan- 
nauchi. 

Mr. Kannavcut. Yes? 

Mr. Stneman. What was there in the Government instructions in 
1959 that made the Japanese lines feel it was necessary to file an agree- 
ment that was not present in the instructions given in 1954? 
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In other words, why did the lines feel it necessary to file an agree- 
ment in 1959, if they did not feel it was necessary to file it in 1954, 
even though in each case there were instructions from the Japanese 
Government ? 

Mr. Kannavucut. Well, as mentioned in this letter, this is not strict- 
ly instructions of the Government. I wrote in this letter it was not 
the instructions of the Government. 

It is a suggestion ; under the suggestion of the Government. 

And so we understood these arrangements, of course, should be 
filed with the Federal Maritime Board, and also get approval. 

And these pooling arrangements are really the agreements among 
Japanese lines. 

Therefore, of course, we had to file with the Federal Maritime 
Board. 

However, as to other arrangements from 1954 and 1958, to my 
understanding there was no agreement, no understanding and no 
arrangements between each line. 

There exists just instructions from the Government to each line. In 
other words, we had just this situation with the Japanese Government. 
We had no organization with other Japanese lines. 

In other words, we had only vertical arrangements with the Japa- 
nese Government, but not on the horizontal basis among Japanese 
lines. 

Mr. Stneman. Thank you for your explanation. 

Mr. Kannaucut. That was my understanding. 

Mr. Sincman. Thank you for your explanation, Mr. Kannauchi. 

I should like to offer this document for the record, Mr. Chairman. 

Mr. Rogers. That will be received. 

(The document referred to follows :) 
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(The document referred to at p. 616 follows:) 


COPY 


Hill, Betts & Nash 
26 Broadway 
New York 4, New York 


Attention: Mr. John F. Long 


Gentlemen: 


Re: Port Authority Pier Lease, Pier No.7 
We are in receipt of your letter dated October 30th, 1959. 


We hasten to give you below the explanation regarding the grouping of 
Japanese Shipping lines which services to have come into question at the meeting 
with the Port Authorities on October 29th. 


As we mentioned you the other day, the problem of our Pier Lease has nothing 
to do with the grouping of Japanese lines. In other words, we can see no possibility 
that some Japanese Lines who make group with NYK line will use the NYK Pier either 
in the manner of joint usage or under sub-lease contract. As a matter of fact, 
it is already materialized subject to the approval of F.M.B. in U.S. that we make 
one group with Mitsui Line and, as you know, this line is understood to have 
concluded a long term contract of Pier lease with City Authorities. 


By way of precaution, we would furnish you with some outline of this 
scheme as follows: 


1. This proposed grouping is not based upon the directive of the Ministry of 
Transportation, but is voluntarily formed under the suggestion and support of 
the Government. 


2. The grouping aims at two kinds of object: 
First one is, the self-restriction of the excessive competition among Japanese 
lines, secondally, to restrict the lines' desire to increase sailings on Japan/ 
N.Y. service. Having established three groups and some kind schemen of pooling 
arrangement in each group, they intend to reduce the competition in soliciting 
cargo which exist among 9 companies at present. It has now come to be unavoidable 


contimued on page 2 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 621 


that 9 companies strongly desire to increase their siilings in view of the present 
brisk market on Japan/New York trade and permitting which, the stability of the 
trade is feared to be jeopardized by increased competition. Thus, increase of 
sailing is limited and considered at 3 units of group instead of 9 units of 
company . 


3. Such being the case, the question of grouping is strictly confined to the 
matters concerning solicitation and sailing in the Freight Conference concerned. 
Therefore, there is further intention to introduce this scheme into one group 
instead of three group composed of 9 Japanese companies and furthermore into 
one group of whole Conference members including American firms. Under the 
circumstances, it is needless to say that each line maintains their identity 
by any means and especially N.Y.K. have their own future planning for their 
managing New York line which will not allow such kind of scheme as the usage of 
the Pier together with competitive lines. 


From the above mentioned, we believe you are quite understable of the position 


in which we are placed and wish to ask you to give them the necessary planation 
in this correction. 


Yours faithfully, 


NIPPON YUSEN KATSHA 


GENERAL MANAGER 
NEW YORK BRANCH 


P.S. When you furnish them with explanation, please do it orally not in 
writing. 
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Mr. Apret. Mr. Chairman, before directing a series of questions to 
you, Mr. Flood, I would like to ask Mr. Kawamura: 

How long have you been employed by NYK? 

Mr. Kawamura. I joined the company in 1958, sir. 

Mr. Aprex. And how long have you been employed in the New 
York branch office of NYK ? 

Mr. Kawamura. Since June of last year, sir. 

Mr. Aprex. And are you familiar with the contents of the copies | 
of the document that the NYK New York branch office submitted to [ 
the committee ? 

Mr. Kawamura. In preparing myself for these hearings I have 
gone through them. 

Mr. Arre.. So you know about some of the operational matters to [| 
which the documents relate ? 

Mr. Kawamura. Yes, sir. I have familiarized myself. ( 

Mr. Aprer. Mr. Flood, I would like to ask you about some of the | 
documents which you and the San Francisco branch office made avail- [ 
able to the committee. 

First, I would like to ask you a few questions about the policy and 
practice of the San Francisco branch office of NYK with respect to 
the preparation and issuance of bills of lading. 

May I direct your attention to a letter dated May 21, 1959, over 
the signature of Mr. Akabane, NYK general manager at San Fran- 
cisco, addressed to Transmarine Navigation Corp., Los Angeles. 

. oo subject of this letter is “Shipments for the account of Hunt 

00 s.” 

Do you have the letter there, Mr. Flood ? 

Mr. Froop. I think Ihave; sir. What isthe date of that letter ? 

Mr. Arret. The date of the letter is May 21, 1959. 

Mr. Fxoop. Is there an SFB number on top ? 

Mr. Apret. It is SFB-1013. 

While you are finding it, let me ask you: : 

What is the business relationship between Transmarine and NYK? 

Mr. Froop. Transmarine Navigation Co. are the agents of NYK in 
southern California. 

Mr. Arre.. I take it that Hunt Foods is the large California proces- | 
sor and shipper of canned goods, is that not so? 

Mr. Fioop. That is correct. 

Mr. Apret. Do you regard Hunt Foods as a valuable and important | 
customer insofar as the use of NYK shipping facilities is concerned! 

Mr. Fioop. Unfortunately, we have not been obtaining too much 
Hunt Food, but they are a canned-goods shipper. 

Mr. Apret. Have you found the document, Mr. Flood ? 

Mr. Fioop. No, I have not. 

Mr. Appex. Mr. Chairman, while Mr. Flood is looking for his copy, 
I would like to read brief excerpts from this letter dated May 21, 1959, 
addressed to NYK agents in Los Angeles. 


On the past two vessels to Cuba we have had considerable difficulty with the 
documentation of the shipments for the subject firm. 


Parenthetically, the “subject firm” is Hunt Foods. 


We would like to eliminate all the confusion and possible ill effects that this 
might have with our good shippers. 

The most important consideration is to comply with the wishes of the shipper. 
If Hunt Foods request their bills of lading to show San Francisco as port 
loading, then that is the way they shall be issued. 
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Skipping a paragraph and continuing: 

If Hunt Foods request bills of lading showing Los Angeles as port of loading 
on cargo actually loaded at San Francisco, then they shall receive their bills of 
lading that way. In this case, there will be no need to involve San Francisco 
in billing, manifesting, or distributing documents. 

My question, Mr. Flood, is this: Does this letter not constitute a 
specific blanket instruction from General Manager Akabane to the 
NYK agents for southern California to issue false bills of lading at 
the request of this particular shipper, Hunt. Foods—— 

(The document referred to appears at. p. 628.) 

Mr. Yamaoka. Mr. Chairman, may I—— 

Mr. Appet. Pardon me. Let me finish the question [continuin, 
By showing a particular city as the port of loading on cargo Aiea 
loaded at another city several hundred miles to the north ? 

Mr. Yamaoka. Mr. Chairman, I should like to enter an objection 
to this type of question. I think the document speaks for itself. It is 
not necessary to draw the conclusion of this witness on it. 

Mr. Apre.. Mr. Chairman, may I just state that the consistent prac- 
tice in these hearings which the gentleman has not attended, has been 
to interrogate the witnesses on the basis of the documents submitted to 
the committee. Otherwise the documents could be simply introduced 
into the record. The very purpose of the hearings is to give the com- 
mittee the benefit of the expert views of the witnesses. 

Mr. Rogers. I see no particular reason why he cannot go ahead and 
answer that question. 

Mr. Arpev. I have other questions, Mr. Chairman, which relate to 
this document and are simply factual questions. Mr. Flood, do you 
have the document ? 

Mr. Froop. I have, sir. 

Mr. Apret. Do you identify it? 

Mr. Fioop. Yes, sir. 

Mr. Aprev. Now, would you tell us what conference covers the trade 
from the ports of Los Angeles or San Francisco to Cuba? 

Mr. Fioop. Pacific Coast Caribbean Conference. 

Mr. Apret. The Pacific Coast Caribbean Conference ? 

Mr. Fioop. Yes, sir. 

Mr. Arret. Now, I ask you: 

Would a lower tariff be applicable for any reason whatsoever on 
shipments from the port of Los Angeles to Havana, Cuba, or other 
sien in Cuba, as compared with shipments from the port of San 

rancisco to Cuba? 

Mr. Froop. It would be exactly the same freight and handling 
charges and the same wharfage. 

Mr. Apren. There would be no difference in the possible absorption 
of inland transportation charges to either port, Mr. Flood ? 

Mr. Fioop. No, sir. 

Mr. Aprer. Would you explain to the committee why Hunt Foods 
might request NYK to issue bills of lading showing Los Angeles as 
the port of loading on cargo in fact loaded at San Francisco? 

Mr. Froop. I might answer that it is a custom in that trade not only 
for Hunt Food, but for all other shippers, as well as other lines, in 
addition to NYK, to sometimes do this for consular purposes. 

Mr. Appet. What do you mean by “for consular purposes?” 


a? 
ly 
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Mr. Fioop. Because in this particular case there is a Cuban consul 
in San Francisco. In some cases, like up in Portland, there is no 
Cuban consul, and that case means that the shipper must obtain his 
consular certification at a port in which there is a Cuban consul, 

Mr. Apret. Now I will ask you, Mr. Flood, whether Mr. Akabane’s 
instructions to the effect that if Hunt Foods requests bills of lading to 
show Los Angeles as the port of loading on cargo actually loaded at 
San Francisco, whether that instruction to your agents for southern 
California do not constitute a blanket instruction to enter an incor- 
rect statement of fact in a bill of lading officially issued by your 
agents? 

Mr. Foon. [f it is a false bill of lading—— 

Mr. Apret. Would the reporter repeat the question ? 

(The question was read.) 

Mr. Yamaoka. Mr. Chairman, I again would like to enter my objec- 
tion on that, if I may respectfully suggest it, since the document speaks 
for itself. He is asking for a conclusion of the witness, 

Mr. Rocers. That may be, but, on the other hand, he is just askin 
s that was the practice when the letter was issued, and what too 
place? 

Mr. Yamaoka. Mr. Chairman, may I respectfully suggest again that 
if the form of the question were changed, I probably would not object 
to it. 

Mr. Rogers. Proceed to answer the question, if you can. 

Mr. Fioop. I think these instructions to Transmarine apply to all 
shippers, as well as Hunt. 

Mr. Aprex. Mr. Flood, this is simple, is it not? Didn’t Mr. Aka- 
bane direct Transmarine to state in the bill of lading it was issuing of- 
ficially that Los Angeles was the port of loading, when, in fact, the 
cargo was loaded at San Francisco? 

Mr. Froop. In other words, what it amounts to is a combination—— 

Mr. Aprex. Could you answer yes or no, and then explain, Mr. 
Flood ? 

Mr. Fioop. Well, in this case, sir, it is a combination of loading, part 
of which was loaded in San Francisco and part of which was loaded in 
Los Angeles. 

Mr. Appex. Mr. Flood, the question, may I repeat, is based upon this 
instruction in the May 21st letter, to the effect that: 

If Hunt Foods requests bills of lading showing Los Angeles as the port of load- 
ing on cargo actually loaded at San Francisco, then they shall receive their bills 
of lading that way. 

IT amasking you, Mr. Flood, this question : 

If, in response to this instruction, Transmarine issues an official] bill 
of lading showing Los Angeles as the port. of loading on cargo actually 
loaded at San Francisco, whether or not that would constitute the en- 
try of a false item in an officially issued bill of lading by Transmarine! 

Mr. Froop. It would certainly indicate that the loading port on this 
particular shipment would be Los Angeles, although on the bill of 
lading, itself, there is an identifying mark showing what was loaded 
in San Francisco and what was loaded in Los Angeles. 

Mr. Appr. Mr. Flood, are you familiar with the provisions of the 
USS. Bills of Lading Act? 

Mr. Fioop. Partly. 
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Mr. Appet. Is it correct that this statute makes it a misdemeanor 
punishable by substantial fine or imprisonment, or both, for any person 
to knowingly issue a bill of lading which—and I am quoting here— 
“contains a false statement as to the receipt of the goods or as to any 
other matter”? Is that your approximate understanding? 

Mr. Fioop. That is my approximate understanding. 

Mr. Appet. Has the San Francisco office issued similar instructions 
authorizing factually incorrect entries in bills of lading to other 
NYK agents elsewhere ? 

Mr. Foon. This is the only letter that I am aware of. 

Mr. Appet. Mr. Flood, this letter was written May 21, 1959, ap- 
proximately 2 years ago; is that correct? 

Mr. Fioop. That is correct, sir. 

Mr. Arret. Have these instructions, to your knowledge, ever been 
rescinded ? 

Mr. FLoop. They have never been rescinded. We have discontinued 
the trade to Havana. 

Mr. Arret. When was the trade to Havana discontinued ? 

Mr. Fioop. I think about 6 months ago. 

Mr. Apret. Pardon? 

Mr. Fioop. About 6 months ago. 

Mr. Arrev. Then I would like to ask you some questions about an- 
other letter, dated June 15, 1959, relating to the same trade to Havana. 
Mr. Chairman, may I read brief excerpts from that document. 

The letter is again over the signature of Mr. Akabane and addressed 
to L. A. Cabrera & Co., NYK agents, Havana, Cuba. It reads in part: 

As you are aware, we decided to have the above vessel omit calling at Los 
Angeles for loading, and bring the cargo from that port to San Francisco to 
be loaded. This was done in order to expedite the vessel’s sailing, especially 
in view of the large amount of onions which we had booked. 

Skipping a paragraph: 


On the above vessel, we had agreed to give the Los Angeles shippers bills of 
lading showing Los Angeles as the port of loading since it was our understand- 
ing that this was permissible. After agreeing to accommodate the shippers in 
the Los Angeles area, we were advised that we might be subject to a large 
fine in Cuba if we issued Los Angeles bills of lading since the vessel was not 
calling at that port. 


Skipping a paragraph: 

We are anxious to build up our service to Cuba and it appears that the ton- 
nage from the Los Angeles area might be greater than we had anticipated at 
the beginning. Some of the shippers in Los Angeles were refusing to accept 
anything but Los Angeles ladings, thereby canceling the shipments. 

To protect our future participation in the movement from this area, we de- 
cided that we would accommodate the shippers as we had agreed. 

Do you have that letter, Mr. Flood? 

(The document referred to appears at p. 628.) 

Mr. Foon. I have it here some place. 

_Mr. Appei. My question is this: Does this not show a determina- 
tion on the part of the NYK management to accommodate Los An- 
geles shippers by issuing them bills of lading showing Los Angeles 
as the port of loading? 

Mr. Kawamura. Could Mr. Flood get that letter from you? 

Mr. Arrex. After I finish the question. S we 

My question, Mr. Flood, is this: Are you following it now? 

Mr. Froop. Yes, sir. 











626 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Aprex. Does this not show a determination on the part of the 
NYK management in San Francisco to accommodate Los Angeles 
shippers by issuing them bills of lading showing Los Angeles as the 
port of loading on cargo actually loaded at San Francisco, despite the 
awareness expressed in the letter, which you now have before you, of 
the dubious legality of this practice even under the laws of Cuba ? 

Mr. Fioop. There are two things involved there. 

One is the laws of Cuba where the ship’s manifest 

Mr. Apret. Mr. Flood, could I just ask you this: Would it be pos- 
sible on these questions, generally, to answer “Yes” or “No” and then 
explain ¢ 

t makes for a much more incisive record, if you could. 

Mr. Fioop. I would say “No,” and there are two things involved 
in this particular case. 

In reference to the Havana agents, that applied to the certification 
of the ship’s documents. 

In reference to the bills of lading, this was caused by the unsettled 
labor differences in Los Angeles. 

In this case, the cargo was actually received at our terminal in Los 
Angeles, moved at our risk and expense, in accordance with conference 
rules, to San Francisco, and loaded at San Francisco. 

An export declaration was issued at San Francisco covering the 
shipment of the cargo out of San Francisco, sir. 

Mr. Apret. So that it is your testimony that the cargo was loaded 
at San Francisco and not at Los Angeles? 

Mr. Fioop. But we assume risk and custody of the cargo at Los 
Angeles, and to al] intents and purposes the hibee made shipment 
at Los Angeles. 

Mr. Apret. Is it not correct, though, that the bills of lading that 
were issued shows Los Angeles as the port of loading on cargo in fact 
loaded at San Francisco, over 300 miles to the north? 

Mr. Fioop. That is correct. 

Mr. Apret, Mr. Kannauchi and Mr. Kawamura, I would direct this 
next question to you, since it involves a document, a copy of which 
you furnished us, from your New York branch office. 

I invite your attention, gentlemen, to a copy of a memorandum dated 
November 6, 1959, which is typewritten on the letterhead of the Nissho 
American Corp., New York. 

The memorandum is from a Mr. Baboghlian, and addressed to a 
Mr. C. Unsworth. 

Mr. Chairman, it is very short, and I ask permission to read it. 

The memorandum reads, as follows : 

I am enclosing originals of the bill of lading No. 11 and as advised during our 
telephone conversation kindly have the “On board” notation dated not later than 
September 30, 1959, and the “Address arrival notice to” changed to the Nissho 
Co., Ltd., Osaka, Japan. 

Many thanks, Sincerely. 

Across the bottom of the page of this memorandum there appears 
the following handwritten notation in red pencil : 


Joe, please take to Mr. Collins at NYK Line who will fix up. 


At the top of the page there appears the following handwritten 
notation in blue pencil, and in an apparently different handwriting: 


File with our copy. Issue correction Sagami Maru. 
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Mr. Kawamura, who is Mr. Collins, if you know ? 

(The document referred to appears at p. 630.) 

Mr. Kawamura. Mr. Collins, sir? 

Mr. Appe.. Yes. 

Mr. Kawamura. He is a man in our office in charge of outward 
business, sir. 

Mr. Appet. Can you identify Mr. C. Unsworth and Mr. V. Babogh- 
lian of the Nissho American Corp. ? 

Mr. Kawamuka. I donot know these gentlemen, sir. 

Mr. Apret. Mr. Kannauchi, are you familiar with them? Are they 
customers of yours ? 

Mr. Kannavucui. I do not know these gentlemen, sir. 

Mr. Apret. Do you have the memorandum in front of you? 

Mr. Kannavcui. Yes, sir. 

Mr. Aprex. It is a fair inference, I take it, that they are officials of 
the Nissho American Corp. 

Mr. Kawamura. With the exception of the handwritten parts. We 
do not have them. 

Mr. Arre.. Yes. 

Now, I ask you, Mr. Kawamura, does not this memorandum, to- 
gether with the written notations that it bears, show that some time in 
early November of 1959 the New York branch of NYK complied with 
the shipper’s request and altered original bills of lading after shipment 
by changing the original onboard date to a date “not later than Sep- 
tember 30, 1959,” and made a further alteration from Tokyo to Osaka ? 

Mr. Kawamura. No, sir. 

Mr. Apre.. Would you explain to the committee—— 

Mr. Kawamura. Yes. 

Mr. Apret (continuing). What these notations on this memorandum 
mean ? 

Mr. Kawamura. Yes, sir. 

In preparing for these hearings, I have gone through the documents 
further and found out that MS. Sagami Maru voyage 15 homeward 
arrived New York at 1340 hours, September 27, 1959. 

Mr. Sineman. What month was that, Mr. Kawamura? 

Mr. Kawamura. September 27. 

And she sailed from New York at 1830 hours, Soar 29, 1959, 
and this particular bill of lading is New York-Osaka bill of lading No. 
11 and is dated September 29. 

Now, from this, I believe in the originals which the shippers had 
received from us there may have been some tyographical errors, and 
they wanted us to correct them, which very often happens in our trade. 

We complied with the shipper’s request, putting the correct date on 
the originals, sir. 

Mr. Appru. Mr. Flood, before leaving this topic, I would ask you 
whether the current instructions from the San Francisco branch office 
to NYK agents regarding whatever trades you are currently operating 
in are still in accordance with, and consistent with, the tenor of the two 
letters about which you testified in terms of ports of loading entries 
on bills of ladings issued by N YK agents ? 

Mr. Froop. These letters only apply to Havana trade, and we are 
no longer in it. 

_ Those letters have not been rescinded inasmuch as we are no longer 
in that trade. 
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Mr. Apret. Mr. Chairman, I ask permission to introduce into the 
record the documents referred to, and other documents supplied by 
the New York and San Francisco branch offices indicating possible 
irregularities in the issuance of bills of lading. 

Mr. Rogers. They will be received. 

(The documents referred to are as follows :) 

SFB-1013 


May 21, 1959. 
Re shipments for the account of Hunts Foods 
TRANSMARINE NAVIGATION CoRP., 
Agents, Nippon Yusen Kaisha, 
Los Angeles, Calif. 


GENTLEMEN; On the past two (2) vessels to Cuba we have had considerable 
difficulty with the documentation of the shipments for the subject firm. We 
would like to eliminate all the confusion and possible ill effects that this might 
have with our good shippers. 

The most important consideration is to comply with the wishes of the Shipper. 
If Hunts Foods request their Bills of Lading to show San Francisco as port of 
loading, then that is the way they shall be issued. 

We always like to have our Spanish Manifest complete. However, if the Ship- 
per is unable to furnish us copies in time, then we shall do it, as we have done 
in the past, by adding it at Havana, and not subject the Shipper or his Broker 
to any undue pressure in an attempt to make our records and documents more 
complete. As long as we have the Export Declarations, the cargo can be loaded 
and the billing completed later. 

If Hunts Foods request Bills of Lading showing Los Angeles as port of loading 
on cargo actually loaded at San Francisco, then they shall receive their Bills of 
Lading that way. In this ease, there will be no need to involve San Francisco 
in billing, manifesting or distributing documents. 

We hope on our next shipment for Hunts Foods, that we shall not have a great 
amount of confusion and difficulties as experienced in the past. 

Again, we emphasize that our main concern is to comply with the wishes of 
our Shippers whenever possible. 

Very truly yours, . 
Nippon YUSEN KAISHA, 
San Francisco Branch. 
O. AKABANE, 
General Manager. 
ec: NYK, Los Angeles. 
Blind ec: Mr. O. Akabane, Mr. 8. Schellenberg. 


JUNE 15, 1959. 
Re “Hishin Maru” Voy. 22-OUT 
L. A. CABRERA & Co., LTD., 
Agents, Nippon Yusen Kaisha, 
Havana, Cuba. 

GENTLEMEN: As you are aware, we decided to have the above vessel omit 
calling at Los Angeles for loading, and bring the cargo from that port to San 
Francisco to be loaded. This was done in order to expedite the vessel’s sail- 
ing, especially in view of the large amount of onions which we had booked. 

This was the second time in 3 months that we had omitted calling at Los 
Angeles direct. Some of the shippers in the Los Angeles area are objecting 
to this procedure. We are doing all within our power to assist them on to 
overcome this objection. 

On the above vessel, we had agreed to give the Los Angeles shippers bills of 
lading showing Los Angeles as the port of loading since it was our understand- 
ing that this was permissible. After agreeing to accommodate the shippers in 
the Los Angeles area, we were advised that we might be subject to a large fine 
in Cuba if we issued Los Angeles bills of lading since the vessel was not calling 
at that port. 

We are also handicapped, somewhat, by the untimely death of the Cuban 
Consul at Los Angeles. There seems to be some confusion as to the proper 
procedure to be followed at Los Angeles. 3 
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We are anxious to build up our service to Cuba and it appears that the 
tonnage from the Los Angeles area might be greater than we had anticipated at 
the beginning. Some of the shippers in Los Angeles were refusing to accept 
anything but Los Angeles ladings, thereby canceling the shipments. 

To protect our future participation in the movement from this area, we 
decided that we would accommodate the shippers as we had agreed. Also, we 
could not determine the exact procedure since the Consulate in Los Angeles is 
not adequately staffed at this time. 

We respectfully request that you follow the above closely upon vessel’s arrival 
and protect the interest of our company. It is never the intention of N.Y.K. to 
violate the laws and rules of any country. We always try to assist our shippers 
in every manner possible, but only insofar as it can be done within the rules 
and regulations. It is our sincere hope that you will have no difficulty with 
the authorities when the vessel arrives. 

Very truly yours, 
NipPpon YUSEN KAISHA, 
SAN FRANCISCO BRANCH, 
O. AKABANE, 
General Manager. 
ce: Transmarine Navig. Corp. IA. 


70300 O—61— pt. 3, vol. 1——-42 
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(The document referred to at p. 627 follows:) 
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Mr. Appet. May I also ask Mr. Kawamura if you would supply and 
file for the record your file copies of the pertinent bills of lading in 
connection with the Nissho American Corp. shipments? 

Mr. Kawamura. All I have here is just a piece of paper. 

Mr. Appet. You can supply it subsequently for the record. 

Mr. Kawamura. Yes, sir. 

From our office, sir? 

Mr. Appet. From your office records. 

Mr. Kawamura, Yes, sir. 

(Subsequently, NYK supplied the information, which appears at 
pp. 803 and 805. ) 

Mr. Apret. Mr. Flood, this next question is directed to you. 

I would call your attention to a letter dated January 21, 1959, from 
Mr. Akabane again to Transmarine Navigation Corp. 

The letter is Mort and reads, as follows. The subject, by the way, is 
Mr. and Mrs. George Hardy. 

VicE PRESIDENT, 
Transmarine Navigation Corp.: 

We are more than pleased to advise that our head office has authorized free 
passage for Mr. Hardy and 75-percent reduction for Mrs. Hardy. 

This, of course, is to be kept confidential and, when issuing the actual ticket, 
please show only : “75-percent general agents reduction granted.” 

Mr. Flood, was the granting of free passage to Mr. Hardy in viola- 
tion of rule D-2 of the Trans-Pacific Passenger Conference ? 

(The document referred to appears at p. 708.) 

Mr. Froop. No, sir. 

Mr. Murase. Would you give the witness a chance to look at the 
document ? 

Mr. Apret. Mr. Flood, your answer was “No”? 

Mr. Frioop. Yes, sir. 

Mr. Apret. Why, then, did Mr, Akabane in his letter direct Trans- 
marine to misrepresent the transaction by issuing a ticket to Mr. Hardy 
to show only 75-percent general agents reduction granted, when, in 
fact, as indicated by this letter, he was being given free passage? 

Mr. Froop. First of all, Mr. George Some is vice president of 
Transmarine Navigation Co., and he and his wife took a trip over to 
Japan and back. 

Mr. Apret. Mr. Chairman, I submit that is not responsive and ask 
the reporter to read the question back. 

(The question was read. ) 

Mr. Froop. This is passenger business, and I do not handle pas- 
senger business myself. 

I know very little about it, but I presume it is no doubt in accord- 
ance with the accounting instructions to our agents. I presume that 
is the reason for it. 

Mr. Apret. Could you give us the benefit of your own experience as 
a shipping line executive ¢ 

Was this not, from an examination of the letter, Mr. Flood, an in- 
struction from the top NYK management at San Francisco to your 
agents, Transmarine, Los Angeles, to issue a false official document ? 
— Fioop. I do not know what the ticket showed. I never saw the 

icket. 
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Mr. Stneman. Mr. Flood, is NYK not a member of the Trans- 
Pacific Passenger Conference ? 

Mr. Fioop. That is right. 

Mr. Srneman. And is it not a violation of the rules and regulations 
of the Trans-Pacific Passenger Conference to give free passage to any- 
body, the vice president, an agent, or anybody else, without getting 
the permission of the conference ? 

Mr. Froop. I understand that. it is not a violation, sir, 

Mr. Stneman. Without tabling it before the Passenger Conference? 

Mr. Foon. Yes, sir. 

Mr. Stneman. All right. Is there any other reason why you might 
want toconceal the fact that this was a free passage ? 

Mr. Fxoop. I cannot answer. I am not in the passenger business. 

Mr. Aprer. Mr. Flood, I simply want to direct your attention again 
to the document. Do you have it in front of you? 

Mr. Froop. Yes, sir. 

Mr. Appet. It indicates, does it not, that Mr. Hardy is being ac- 
corded free passage. What is your answer? 

Mr. Froop. I cannot hear you, sir. What is the question? 

Mr. Arpet. I said: The document which you have before you indi- 
cates, does it not, that Mr. Hardy is being accorded free passage? I 
did not hear your answer. 

Mr. Fioop. That is right. 

Mr. Arpet. Does not the document also indicate that : 

This, of course, is to be kept confidential and, when issuing the actual ticket, 
please show only: “75-percent general agents reduction granted.” 

Does the document so read ? 

Mr. Fioop. That is what the document says. 

Mr. Appen. My question is: Is that not an instruction to make a false 
entry on a passenger ticket ? 

Would you give us the benefit of your experience in the San Fran- 
cisco office, and as a steamship line executive in answering that ques- 
tion ? 

Mr. Froop. As far as the passenger ticket—— 

Mr. Appri. IT cannot hear you. 

Mr. Foon. As far as the tvpe of passenger ticket is concerned and 
what shows on a passenger ticket, I am not aware. I have never issued 
any. 

Mr. Arpet. Could you possibly answer the question “Yes” or “No”! 

Mr. Froop. I do not know, because I do not know what was in- 
cluded in the passenger ticket and what our NYK ticket shows. 

Mr. Appet. My question, Mr. Flood, is simply based on the docu- 
ment, on the material within the four corners of the document that 
you have in front of you and have read. It is a document of three 
short paragraphs, and I am asking you whether or not the document 
does not reflect the following facts: 

Point 1, Mr. Hardy is being granted free passage. 

Point 2, the instruction over Mr. Akabane’s signature to Trans- 
marine at Los Angeles is to show on the ticket “75-percent general 
agents reduction granted.” 

a am only sakingp’ you whether this letter written in January of 1959 
does not reflect. those facts ? ' 

Mr. Froop. The letter reflects those facts; yes, sir. 

Mr. Aprren. Your answer is yes. 
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Mr. Flood, I would like to direct your attention now to business 
which NYK obtains from U.S. Government instrumentalities in the 
Panama Canal Zone. 

The Panama Canal Zone is a U.S. Government corporation, sir, is it 
not ? 

Mr. Foon. I understand it is. 

Mr. Appet. Did Norton Lilly & Co. act as agents for NYK in the 
Panama Canal Zone in the year 1959? 

Mr. Froop. They did, sir. 

Mr. Apprev. Are they still employed in that capacity ? 

Mr. Fioop. Yes, sir. 

Mr. Apret. Do you know what position Mr. J. E. Noonan holds 
with Norton Lilly & Co.? 

Mr. Fioop. I understand he is the manager of Norton Lilly’s 
branch at Cristobal. 

Mr. Appex. And I take it he wasso employed in 1959? 

Mr. Foon. Yes, sir. 

Mr. Aprev. Can you identify Mr. John J. Barton for the record? 

Mr. Fioop. Who, sir? 

Mr. Apret. Mr. John J. Barton. 

Mr. Frioop. John J. Barker? Do you refer to a certain letter here? 

Mr. Apret. Yes. I am referring to a letter dated October 16, 1959, 
ag to Mr. Akabane at San Francisco and written by Mr. J. 

oonan. 

Mr. Chairman, while Mr. Flood is finding it, by way of expediting 
the hearings, I would like to read a paragraph from that letter. 

It reads, as follows: 

Upon receipt of your letter, we contacted Mr. John J. Barton, General Man- 
ager of the Supply Division of the Panama Canal, and requested a conference 
with him, regarding refrigerated cargo from the west coast of the United States 
of America to the Panama Canal Company. At this conference, which was 
attended by Mr. W. C. Bain, superintendent of the cold storage warehouses of 
the Panama Canal, we discussed the situation fully and upon our guarantees 
that we would exercise every care in receiving, stowage, carriage, and delivery 
of their freight, he agreed to route all of this cargo via NYK Line and has in- 
structed GSA people in the States accordingly. 

Mr. John J. Barton, the letter indicates, does it not, is General Man- 
ager of the Supply Division of the Panama Canal? 

(The document referred to appears at p. 708.) 

Is that correct, Mr. Flood? 

Mr. Fioop. Yes, sir. 

Mr. Apret. Now, I would direct your attention, Mr. Flood, to a 
letter written around that time, December 7, 1959, to Norton Lilly & 
Co., from Mr. Akabane, and I would quote briefly from the second 
paragraph of that letter. ’ 

We are fully cognizant of the commendable efforts that you have made at 
your end in influencing the Panama Canal Company to route this business via 
our mpeare as opposed to the general standing orders to favor American-flag 
vessels. 

My question, based upon those two documents, Mr. Flood is: Would 
it be correct to say that, through Mr. Noonan’s connections with Mr. 
Barton, Mr. Barton agreed in October 1959 to have refrigerated 
cargo from the Pacific coast shipped by the NYK Line and instructed 
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GSA, Government Services Administration, personnel in the United 
States accordingly ? 

(The document referred to appears at p. 709.) 

Mr. Fioop. That is what the letter says. 

Mr. Apret. And again on the basis of these documents, did he not 
do this, despite general standing orders to favor American-flag 
vessels ? 

Mr. Fioop. I cannot say whether he did or not. 

Mr. Arret. Can you tell the committee, Mr. Flood, if you know, 
the nature of the connections—I believe that is the word that Mr. 
Noonan used in this first letter to which I referred, dated October 
16, 1959—that he and Norton Lilly & Co. had with Mr. Barton and, 
second, what was involved in the influencing—that, again, is the 
word used in the correspondence—of the Panama Canal Company 
to proceed contrary to its general standing orders? 

Mr. Foon. I do not know of any relationship between Mr. Noonan 
and Mr. Barker. This is the only information I have; what I read 
in this letter. 

Outside of that, I have no further information in regard to the 
connection bet ween the two of them. 

In regard to the standing orders concerned, I think part of it was 
omitted in that letter: That when an American vessel is in position, 
the American vessel gets the first call, and we only get the call when 
there is no American vessel in position. 

Mr. Appeu. I would ask you, then, to again comment on this propo- 
sition, after directing your attention to another letter, dated October 
28, 1959, written over the signature of Mr. O. Akabane, general man- 
ager, San Francisco, to the general manager of NYK in London, 
England. 

Mr. Chairman, I ask permission to read a brief paragraph from that 
letter, which is as follows: 





For your information, every Panama Canal employee is given a free trip to 
his home every 2 years, which the Transportation Department of the Panama 
Canal arranges for him. 


Skipping a sentence : 


As you know, the Panama Canal passenger and freight business is supposed 
to be confined strictly to U.S.-flag vessels, so if we are to continue receiving 
patronage from them we will have to lean over backward in giving service 
both on the ship and ashore. 

My question is: Does this letter, written in October of 1959, not 
indicate that it is Mr. Akabane’s understanding that both passenger 
and freight business in the Panama Canal is to be confined strictly to 
U.S.-flag vessels ? 

(The document referred to appears at p. 709.) 

Mr. Fioop. It might be his understanding, but I think it was 
wrong. 

Mr. Arret. Mr. Flood, to your knowledge, have any other non- 
USS. lines been permitted to share in this business ¢ 

Mr. Fioop. Yes, sir. 

Mr. Appen. Can you tell us about that ? 

Mr. Fioop. Well, we got into the frozen produce business to Cristo- 
bal, I think was on account of a shipment that went on one of the 
OSK ships. 


This arrived in a damaged condition. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 639 


Mr. Aprev. Is that another Japanese-flag line? 

Mr. Fioop. Yes, sir. 

Mr. Apret. Mr. Flood, do you persist in your answer, in view of 
the following paragraphs which I will read, from the same letter, 
dated October 28, 1959, from your general manager, San Francisco, 
to your general manager, London, England? That is, do you per- 
sist in your answer with respect to the general standing orders or 
instructions, that the Panama Canal Company is supposed to observe ? 

The quote is as follows: 

We particularly should like to mention that the general manager of Norton, 
Lilly & Co., Cristobal, has accomplished a great deal for us in the Canal Zone 
by not only developing passenger traffic from the Canal Zone to New York 
but also from the Canal Zone to Pacific coast ports in the face of instructions 
by the Canal Zone authorities to patronize U.S.-flag vessels. 

We have recently been favored with a further development in freight move- 
ment for the account of the Panama Canal Company from San Francisco and 
Los Angeles of perishable commodities and, naturally, we keenly desire to main- 
tain and assist our Cristobal agents in the cordial relations with the Panama 
Canal Company not only in freight traffic but also passenger traffic as well. 

The question, again, is this: Does this not indicate Mr. Akabane’s 
understanding and his conveying of that understanding to your Lon- 
don NYK manager that the shipments were made from the Panama 
Canal Zone on NYK vessels in the face of instructions to the Canal 
Zone authorities to patronize only the U.S.-flag vessels? 

Mr. Fioop. That is what the letter indicates, but I still think—I 
do not think Mr. Akabane realized 

Mr. Appez. I did not quite get the first part of your answer. 

Mr. Fioop. I say that is what the letter indicates. 

Mr. Apre.. That is what the letter, itself, indicates? 

Mr. Fioop. But I think the letter is wrong. 

Mr. Appe.. And you say the letter is wrong? 

Mr. Fioop. I think so. 

I do not think the letter was written by a person with a knowledge 
of the freight business, although it is signed by Mr. Akabane. 

What initials are down in the left-hand corner? 

Mr. Appet. “EJS” or “KJS,” it is not clear. 

Mr. Froop. “EJS.” 

Mr. Arren. “EJS.” 

Mr. Fioop. He is our passenger man. 

Mr. Apper. What is his position in the hierarchy of management 
at NYK, San Francisco? , 

Mr. Fioop. He is in charge of the general affairs department and 
the passenger department. 

Mr. Appet. How long has he been with NYK, San Francisco? 

Mr. Froop. He has been with NYK since before the war. 

_Mr. Appex. Mr. Flood, do letters normally go out of the San Fran- 
cisco branch office to top echelon officers of NYK elsewhere in the 
world, signed by the San Francisco branch manager, that contain 
serious errors / 

FF og Fioop. It might have been an oversight on Mr. Akabane’s 

The letters are written and dictated by the American staff and 
they are put over to Mr. Akabane for signature. He reads, and if 
he approves it, he sends the letters out. 
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Mr. Appev. Mr. Flood, we have examined, now, correspondence 
both between the Panama Canal Zone and N YK San Franc isco, and 
between NYK London and N YK San Francisco. 

Mr. Fioop. That is right. 

Mr. Appet. Both sets of correspondence indicate, do they not, that 
there were standing instructions to ship only on American- flag ves- 
sels, and that these were, in effect, violated ? 

The correspondence so indicates, does it not ? 

Mr. Fioop. That is what the correspondence indicates, sir. 

Mr. Aprex. And it is your testimony that the information the 
Panama Canal Zone agents of NYK to San Francisco, and vice versa, 
is not correct ? 

r. Froop. No. 

I think that information was contained in letters from the San 
Francisco office ; not from Cristobal. 

Mr. Aprpex. Mr. Flood, on the assumption that Mr. Akabane, the 
San Francisco branch manager, is correct, and that Mr. E. J. Spear 
is correct in his understanding of the situation, can you offer the com- 
mittee any explanation for the deviation on the part of Panama Canal 
authorities on behalf of NYK ? 

Mr. Froop. I do not think there is any deviation. 

Mr. Aprex. Has the NYK business with the Panama Canal Zone 
in both the freight and passenger departments continued to develop 
profitably since 1959 ? 

Mr. Fioop. The business has been negligible. 

ae Apre.. Is that true with respect to both elements, passengers 
an 

Mr. Foon. I cannot answer in reference to passengers, but in ref- 
erence to the freight business from San Francisco and Los Angeles to 
Cristobal, has been negligible. 

Mr. Stnoman. Mr. Flood, I believe you said Mr. Spear is in charge 
of passenger traffic, among other things, as well as being head of the 
general affairs department in your San Francisco branch. 

I take it Mr. Spear’s letter over Mr. Akabane’s signature indicated 
there were standing instructions that passengers—leaving freight 
aside for the moment—that passengers were supposed to be carried 
by American-flag vessels, exclusively. Are you saying that Mr. Spear 
was incorrect about that fact, as well ? 

r. Firoop. So far as the passenger business is concerned, I cannot 
state with reference to that. I donot know. 

Mr. Stneman. I see. 

But you are saying, in your judgment, he is incorrect when he says 
the standing instructions refer to freight ? 

Mr. Froop. Yes, sir. 

Mr. Stneman. But you withhold judgment with respect to the 
passenger department ? 

Mr. Froop. That is correct, sir. 

Mr. Appet. Mr. Flood, I would like to direct your attention to a 
copy of a letter which bears the initials “ROF” ‘in the bottom left- 
hand corner. 

Would it be correct that vou were the draftsman or author of that 
letter ? 

Mr. Foon. Yes. 
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Mr. Appe. The letter is dated March 11, 1959, and it is again over 
the signature of Mr. Akabane to L. A. Carbrera, NYK agents in 
Havana, Cuba. 

Do you have tl: :t before you? 

Mr. FLoop. What is the date of that? 

Mr. Apren. March 11, 1959. 

The subject is: “Solicitation Pacific Coast/Havana Service Calli- 
fornia Packing Corp.” 

While you are looking for it, will you state again what the name of 
the conference is ? 

Mr. Fioop. The Pacific Coast/Caribbean Conference. 

Mr. Arret. Do you have the letter? 

Mr. Fioop. No, sir. I know what it refers to. 

Mr. Appev. Mr. Chairman, again to expedite matters, I would like 
to read a paragraph from the letter which is, as follows: 

For your information, we recently had lunch with Mr. Howard Graham, 
traffic manager of the California Packing Corp., San Francisco, and we again 
advised him that NYK would be glad to absorb the cost of bringing their mer- 
chandise from the Pacific Northwest ports to San Francisco. He advised 
that he already was aware of this understanding, and he also stated that he 
would endeavor to give us CALPAC cargo when our vessels are in position. 

My question, Mr. Flood, is this: 

Does not the offer referred to in this letter “to absorb the cost of 
bringing their merchandise from the Pacific Northwest ports to San 
Francisco” for shipment from there to Havana constitute an attempt 
to attract business in violation of conference rules and the conference 
agreement ? 

(The document referred to appears at p. 710.) 

Mr. Fioop. No, sir. 

Mr. Apret. Why not? 

Mr. Froop. Because it is in accordance with conference rules. The 
conference does permit the movement of cargo from a port of loading 
to another port of loading. AII Latin American conferences have the 
same rule in that regard. 

Mr. Appex. Is it your testimony, then, that the applicable con- 
ference rules authorized N YK to absorb the cost of bringing CALPAC 
shipments cargo from Pacific Northwest ports to San Francisco? 

Mr. Fioop. Yes, sir, at the expense of NYK. 

Mr. Appet. Mr. Flood, I now direct your attention to a letter dated 
November 11, 1959, from your San Francisco office to the N YK presi- 
dent in Tokyo. 

The subject of that letter is: “Japanese Farm Laborers.” 

Now, I note again the initials “EJS.” I take it that despite your 
specialization in the San Francisco office, it is a relatively small office, 
is it not? 

Mr. Fioop. That is correct, sir. 

Mr. Appet. And that you would have some familiarity, Mr. Flood, 
as a practical matter, with each phase of operations? 

Mr. Froop. As far as the passenger end of the business is concerned, 
Tam not familiar with it. 

Mr. Arren. I take it you have a good deal of day-to-day contact 
with Mr. Spear? 

Mr. Froon. I talk to him; yes, sir. 
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Mr. Arrex. Your offices are within two doors of each other ? 

Mr. Fioop. That is right. ' 

Mr. Arret. Does he know something about your operations? 

Mr. Fioop. He might know something about it. 

Mr. Apret. Then would you give us your best judgment, based on 
these documents. 

Have you reviewed these documents prior to coming to Washington, 
Mr. Flood? 

Mr. Fioop. Yes, sir. 

Mr. Appet. You have some familiarity with them ? 

Mr. Foon. Yes, sir. 

Mr. Appex. Will you give us your best judgment, then, based on 
your experience in San Francisco, your contact with the passenger 

ranch and your reading now of the document, to which I now refer. 

Mr. Chairman, with your permission, I shall read a few brief ex- 
cerpts from this letter dated November 11, 1959, to the president, N YK, 
Tokyo. 

It reads, as follows: 

We refer to the various exchange of Telex messages, November 2 through 
November 10, regarding a possible movement, originally 20/25, later reduced to 
14, which we were trying to solicit for the M/V Hikawa Maru Voy. 54-Home, 


scheduled to sail from Seattle on November 24, by absorbing the motor bus trans- 
portation costs from San Francisco to Seattle. 


Skipping a sentence : 


In our confidential letter to you of June 23, 1959, * * * we submitted for your 
consideration the proposal when AFL and OSK were so strongly pressing for our 
concurrence of the proposed 15 percent reduction, that we maintain a bargain- 
ing position ; if and when they did not have a sailing in position to accommodate 
a movement of these farm workers, that we would maintain the position of 
equalizing our M/V Hikawa Maru by absorbing the bus transportation from San 
Francisco to Seattle. When we received your Telex of August 22, 63/19, that 
you were agreeable to the proposed 15 percent westbound reduction, we assumed 
that you recognized our bargaining position and concurred. 

At a special meeting of the conference indicating our approval, we so stipulated 
our position again and received a verbal gentlemen’s agreement of our position, 
as otherwise we would not be able to participate in the group movement of the 
farm laborers. 


Now, I ask you, Mr. Flood: 

Does this not mean that NYK entered into a gentlemen’s agreement 
with American President Lines and the OSK Line whereby NYK 
agreed to reduced fares on the passage of Japanese farm laborers from 
Seattle to Japan by absorbing the cost of the bus transportation of 
such farm laborers from San Francisco to Seattle? 

(The document referred to appears at p. 711.) 

Mr. Fioop. That is what the Netter says. 

Mr. Appet. NYK was a member, and I think you so testified a few 
minutes ago, at that time of the Trans-Pacific Passenger Conference, 
was it not ? 

Mr. Froop. Yes, sir. 

Mr. Appet. And is the Trans-Pacific Passenger Conference Agree- 
ment, filed with, and approved by the Maritime Board ! 

Mr. Fioop. I understand it is. 

Mr. Apret. Mr. Flood, this agreement provides, does it not, that 
member companies may grant free or reduced-rate ocean ae only 
as set forth under Schedule of Authorizations Rules D-2! 


Would you accept that as correct ? 
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Mr. Appet. I am quoting from the agreement. 

Mr. Fioop. I am not familiar with the agreement, so I do not know 
what the rules are. 

Mr. Appe. I beg your pardon? . 

Mr. Foon. I say I am not familiar with the Passenger Conference 
Agreement. 

Mr. AppeL. You would accept that provisionally as correct? 

Mr. Fioop. Yes. 

Mr. Aprev. The agreement was supplied to us by the Regulations 
Office of the Maritime Board. 

(The document referred to appears at p. 723.) 

Mr. Flood, in the same letter, the San Francisco office further 
stated—do you have it before you? 

Mr. Fioop. Yes, sir. 

Mr. Apret (reading) : 

Your confidential Telex of November 10 personally addressed to the general 
manager was received the same morning as the regular meeting of the TPFC, 
November 10, and in order that there would be no misunderstanding on the gen- 
tlemen’s agreement, we confirmed our previous gentlemen’s agreement with both 
APL and OSK and received their concurrence prior to the meeting. At the 
close of the regular meeting, the NYK again stated their position informally off 
the record as it was not desired that this subject be recorded and again OSK 
and APL reiterated their agreement. 

Now, would it be correct, Mr. Flood, from your examination of this 
letter, to conclude that NYK representatives went to such pains to 
keep this gentlemen’s agreement off the record and out of the proceed- 
ings of the regular meeting of the Trans-Pacific Passenger Conference 
because the commitments stated in the letter constituted a violation 
of the conference’s rules and regulations D-2, known as Schedule of 
Free or Reduced Rate Ocean Passage Authorizations? 

Mr. Yamaoka. Mr. Chairman, I suggest that this witness has al- 
ready stated that he does not know those rules. How can he testify 
as to that? 

Mr. Rogers. He is the manager there, is he not? 

Mr. Froop. No, sir. 

Mr. Apret. Mr. Flood, let me get your general knowledge, if I may, 
of these rules. 

I take it all steamship officials have some general knowledge of what 
the restrictions are on passenger operations, is that not correct? 

Mr. Fioop. Not as far as I am concerned. 

I handle mostly, practically only, freight matters. I do not get 
involved in passenger matters. 

Mr. Apret. Would you accept it as provisionally correct—and we 
have the document, but—— 

Mr. Fioop. I think the letter speaks for itself. 

Mr. Appet. Would you accept it as provisionally correct that pas- 
senger fare reductions may be made only in accordance with the rules 
D-2 adopted August 15, 1954, entitled, “Schedule of Free Passage 
Authorization.” and the specific clauses in rules D-2? 

Mr. Fioop. I think that agreement is the rules. 

_ Mr. Appet. Would you accept it, also, as provisionally correct, sub- 
ject to anything you would like to add, that there is no reference what- 
soever in rules D-2 to any reduction of fares covering the p of 
ont laborers by absorption of bus transportation or anything o 

sort 
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Mr. Yamaoka. Mr. Chairman, I suggest again that this witness has 
mentioned that he has not familiarized himself with the rules. 

He does not know about them. 

How can he testify as to the contents of those rules of which he has 
no knowledge ? 

I simply ask that question, Mr. Chairman. 

Mr. Rogers. Does he have any knowledge of what the conference 
agreements are? 

Mr. Yamaoka. Mr. Chairman, if that were the question, I would 
have no objection. 

Mr. Aprev. Mr. Chairman, this was simply an attempt to expedite 
the hearing and save time because of the lateness of the hour. 

: We have the provisions here, and I will ask Mr. Singman to read 
them. 

Mr. Stneman. After all, Mr. Flood, in answer to a question of 
mine earlier this afternoon, when I said: “Was it not true that agents 
could not be carried free under the rules of the Trans-Pacific Pas- 
te Conference,” you said it was your impression that they could 


So, apparently, you were setting yourself up as an expert on these 
rules at that time, were you not? 

Mr. Foon. I do not think I said they could be carried free. 

I said I think they could be carried at. reduced rates, sir. 

Mr. Stneman. Yes. But you remember we were discussing at that 
time the proposition, or a notation that although the agent was being 
one free, that the ticket would show 75 percent fare, is that not 
right 

r. Froop. That is what. we were discussing. 

Mr. Stneman. And I asked you then: “Was it not true that the 
agent could not be carried free, and was that the reason why the ticket 
. Was going to show 75 percent”; is that not correct? 

Mr. Foon. Yes, sir. 

Mr. Stneman. I call you attention to page 3 of rules D-2, which 
has the regulations of the Trans-Pacific Passenger Conference with re- 
spect to the carriage of agents. 


Point 6. The Member company’s agents and their responsible clerks; a reduc- 
tion as shown below, any class, as restricted and provided for hereunder. 


Then it lists various points of destination, and they all say 75 per- 
cent. 

Does that not indicate that agents and their employees can be car- 
ried only at 75-percent reduction? Is that not correct? 

(The document referred to appears at p. 712.) 

Mr. Froop. That is what that indicates. 

Mr. Srneman. And, yet, in that case you were carrying that agent 
free, is that not right ! 

Mr. Foon. If that is the rule, that is the case. 

Mr. Srneman. But your ticket was going to show 75 percent; 1s 
that not correct ? 

Mr. Fioop. That is what that letter says. 

Mr. Sineman. I just wanted to clarify the record with respect to 
the answer that you gave before which apparently was not in ac- 
cordance with the regulations of the conference. 

Mr. Fioop. I do not know the regulations of the conference. _ 

In fact, that is the first time I heard of the 75-percent reduction, 1s 
when you mentioned it just then. 
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Mr. Appev. Mr. Flood, who in your San Francisco office is capable 
of ree the questions propounded to clarify the record on this 
score ? 

Mr. Fioop. On the passenger business? Mr. Spear. 

Mr. Appet. Would you ask that he do so? 

Mr. Froop. I will be glad to. 

Mr. Appet. Mr. F lood, is NYK a member of the Pacific Westbound 
Freight Conference ? 

Mr. Fioop. Yes, sir. 

Mr. Aprex. This conference covers freight traffic, does it not, from 
the United States and Canadian ports to Japan, Korea, the mainland 
of Asia, the Philippines and other points? 

Mr. Fioop. Yes, sir. 

Mr. Appr. What major U.S. shipping lines are members of Pacific 
Westbound ? 

Mr. Fioop. American-flag shipping lines? 

Mr. Appew. Yes. 

Mr. Froop. PFE, APL, States Marine. 

Mr. Appet. The agreement of the Pacific Westbound Conference is 
on file with the FMB, is it not? 

Mr. Foon. I understand it is; yes, sir. 

Mr. Appet. Would it also be correct that in addition to this confer- 
ence, a substantial number of other ocean freight conferences have 
rate-fixing agreements and tariffs that are applicable both to U.S. ports 
and foreign destinations—that is, shipments between those two 
points—and shipments between Canadian ports and foreign destina- 
tions ¢ 

Mr. Fioop. Yes, sir. 

Mr. Appev. To illustrate that, Mr. Flood, would it be correct to sa, 
that three or four conferences, just by way of example, to which N 
belongs, have such agreements ? 

I am referring to the Pacific Coast Committee of Inward Trans- 
Pacific Steamships Lines; West Coast/South America North Pacific 
West Conference; Pacific Coast/Panama Canal Freight Conference; 
and the Pacific Coast/Mexico Freight Conference. 

Mr. Froop. That is right. 

Mr. Appen. All of those conferences have tariffs applicable to both 
United States and Canadian ports? 

Mr, Fioop. Yes, sir. 

Mr. Aprev. And outbound destinations, do they not? 

Mr. Froop. That is correct. 

Mr. Appet. Going back to the year 1957, did not the various agents 
of the Pacific Westbound Conference member lines headquartered at 
Vancouver, British Columbia, receive a detailed inquiry from Mr. 
7. a McDonald, the Canadian Government Director of Investiga- 
tions & Research, under the Combines Investigation Act of the 
Dominion of Canada? 

Mr. Fioop. They did 

Mr. Appet. Is it not a fact, Mr. Flood, that the Combines Investiga- 
tion Act was revised and considerably strengthened i in the early 1950's, 
and that the act granted extraordinary powers of investigation to 
government authorities ? 


70300 O—61—pt. 3, vol. 1———-43 
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Mr. F oop. I do not know the legal provisions which you refer to, 

Mr. Arrev. We will come to that in a little detail later. 

Were you not—that is, NYK and the other Pacific Westbound Con- 
ference members—informed that within the past few years the in- 
vestigating committee had been very active, indeed, in a number of 
industries ¢ 

Was that brought to your attention, that is the work of the Canadian 
Investigating Committee under the Combines Investigation Act? 

Mr. Foon. I don’t think so. 

Mr. Appex. Mr. Flood, did not Mr. Akabane, by letter dated Janu- 
ary 6, 1958, advise the NYK president in Tokyo, and I quote: 


Attached hereto you will find a copy of a special notice dated December 31, 
1957, issued by the PWC quoting the letter sent by the Director of Investigations 
and Research, Combines Investigation Act, Ottawa, Canada. The quoted letter 
was sent to the Vancouver, British Columbia, agents of the PWC members lines 
maintaining regular scheduled services from Vancouver, British Columbia, to 
Hong Kong and Manila. To the best of our knowledge, B. W. Greer & Sons, our 
agents in Vancouver, did not receive this letter. 

It is feared that this questioneer could be the start of a legal battle in Canada 
for the conference system and the contract rate issue. For this reason the PWC 
met with conference counsel as to the proper procedure to be followed in reply- 
ing to the Questioneer. 

By conference action it was decided that Mr. Charles, our conference counsel 
in San Francisco, should contact Mr. John I. Bird of the legal firm company, 
Owen & Murphy, as to recommendation and the agents in Vancouver will be so 
instructed. 

We are enclosing a copy of PWC confidential memorandum No. 84 as prepared 
by Mr. Bird, explaining the legal status of conferences in Canada. 

As this matter progresses, we will advise you accordingly. 


(The document referred to appears on p. 725.) 

Mr. Chairman, with your permission, I would also like to read a 
very brief portion of Mr. Bird’s opinion, which was distributed to the 
Pacific Westbound Conference members. 

Mr. Rogers. Proceed. 

Mr. Appe.. It reads, as follows: 


We think, however, that we can safely say there is a very likely possibility 
that this conference might be operating contrary to Canadian law and that if 
the authorities decided to make an investigation, evidence might be available 
which would be sufficient to merit a charge either under the criminal code or the 
Combines Act. 

Although we are of the opinion that the conference may be operating contrary 
to Canadian law, we venture to say that we doubt very much whether the 
Canadian Government would authorize any prosecution under the criminal code. 

Mr. Flood, let me ask you this. You are the specialist in conference 
matters for the NYK San Francisco branch, are you not? 

(The document referred to appears at p. 726.) 

Mr. Fioop. I try to keep myself advised of conference matters. 

Mr, Appev. Can you give the committee any further information as 
to how the Canadian investigation has progressed since that time? 

Mr. Fioop. I know nothing further outside of that, to be honest 
with you. 

Mr, Appet. As a specialist in rate and conference matters, Mr. 
Flood, would you not agree that the rate levels on cargo shipped from 
Canadian ports to foreign destinations that are also served by vessels 
leaving from U.S. ports might have a substantial impact on the rate 
structure applicable to the goods shipped to and from American ports! 
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Mr. Fioop. They might have effect on American goods, but, on the 
other hand, I understand that the Canadian importers and exporters, 
themselves, are complaining quite bitterly about us maintaining the 
same rates out of Canada as exist from the American side, on account 
of the lower cost of loading on the British Columbia side, as compared 
to the American side. 

Mr. Apret. Mr. Flood, I would like for you to consider with 
me just a moment an example that has already been presented to the 
committee. 

This example was presented during our New York hearings. 

The question involved there was the application for admission of the 
Swedish-American Line to the East Coast/Columbian Conference. 

Now, that conference covers freight traffic between U.S. Atlantic 
and gulf ports and the east coast Columbia ports. You are familiar 
with that. 

One of the conference members in a letter to the conference chair- 
man—and this appears at page 670 of our New York hearings— 
warned that the applicant and one or two other carriers were main- 
taining the equivalent of conference contract rates from Canadian 
ports, to east coast/Columbian ports, but the warning further was 
to the effect that they were not bound to do so by any specitic agree- 
ment, and that these carriers might depress rates for Canadian ports. 

The warning went on to say that this could necessarily mean reduc- 
tions in rates from the ports of the United States, which the conference 
members serve. 

The point of the story is this: Chairman Pasch of this conference— 
and his letter appears at page 675 of our record—notified the Swedish- 
American Line that its application was being rejected primarily on 
this ground. 

Subsequently, the Swedish-American Line was admitted to the con- 
ference, but only after submitting a formal guarantee—and that 
appears at page 677 of the record—to observe the equivalent of con- 
ference rates and conditions on cargo carried between Canadian and 
east coast/Columbian ports, notwithstanding that the conference 
did not cover those ports. 

Now, my question is this: Does not an incident of this kind show 
that admission to a conference that did not purport to cover any 
Canadian ports was, nevertheless, conditioned on the applicant’s 
pledge to maintain the conference rate levels on Canadian shipments, 
so that from the conference viewpoint, rates on shipments in and out 
of American ports would not be adversely affected ? 

Is that a fair conclusion to be drawn ? 

Mr. Froop. It is. 

Mr. Appet. Your answer is “Yes.” 

In fact, Mr. Flood, did you not point the same thing out—I mean 
the interaction between rates on cargo moving from Mexican and 
United States ports outbound—when you advised your home office, and 
Tam quoting from a letter that you wrote on March 6, 1958: 


The movement of cotton through Ensenada— 
that is in Mexico, is it not— 


will no doubt have a drastic effect on American cotton moving out from U.S. 
Pacific coast ports, unless something is arranged to stabilize the freight rate from 
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Ensenada to Japan, at least on the same basis as cotton moving from U.S. Pacific 
coast ports. 

(The document referred to appears at p. 765.) 

Mr. Fioop. I think that should have been modified to have effect on 
the rate structure of cotton moved out of American ports. 

Mr. Apret. I did not quite get that. 

Mr. Fioop. I say I think it should be modified to state it would have 
an effect on the rate structure of American cotton. 

Mr. Arre.. So you are saying there, are you not, that the rates on 
cotton moving out of Ensenada would have an effect on the rates on 
cotton moving out of San Diego? 

Mr. Fioop. On the rate ; yes, sir. 

Mr. Kawamura. Mr. Chairman, may I comment on that ? 

Mr. Aprex. Yes. 

Mr. Kawamura. I think cotton is an international cargo, such an 
international commodity that any rate quoted by any line from any 
source to any destination in the world would affect each other. 

For example, cotton moving from Egypt or India to Japan may well 
affect cotton movement from the United States to Japan, or from the 
United States to Europe. 

Mr. Apret. To continue—and we are at the moment trying to re- 
strict this to the Western Hemisphere; that is, the interaction of rates 
between Canada, Canadian ports, United States ports, and Mexican 
ports; it would be a little difficult to branch out further than that— 
to continue, then, on that geographically restricted basis, I would like 
to refer back again to that portion of the legal memorandum prepared 
by Mr. Bird in which he suggested that the Canadian Government 


would be reluctant to crack down on a conference composed of non- 
Canadian carriers. To continue reading from that portion, Mr. Bird 
said further: 


This reluctance would be based on the fact that its existence— 
that is, the conference composed of non-Canadian carriers— 


its existence and the rate prescribed by it have been reviewed and sanctioned by 
a department of another government. 

Now, whether or not this is a correct. prognosis of what the Cana- 
dian Government might or might not do, would it be fair to conclude 
that the Pacific Westbound Conference and other conferences covering 
both Canadian and American ports have been using the conference de- 
Vice— 

Mr. Fioop. Been using what, sir? 

Mr. Apret. The conference technique, or conference mechanism, or 
conference device, including stamp of approval of conference agree- 
ments by the U.S. Federal Maritime Board, as a roundabout means of 
coordinating and controlling rates in and out of Canadian ports? 

Mr. Fxoop. I think that is a true statement. 

Mr. Appex. I would like, then, to refer you, Mr. Flood, to a state- 
ment made by former Chairman Morse of the Federal Maritime Board 
at our New York hearings. And this statement, gentlemen, appears 
at page 287 of part I of the record of the New York hearings, to the 
effect that : 

I would say that even though the Maritime Board approved a conference 


agree 
ment, which purports to cover a foreign activity, such approval has no validity 
as to the foreign-to-foreign aspect. 
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Mr. Morse went on to say, and I am quoting him further : 


Again, I say that it is my opinion that the action of the Board approving the 
Pacific Westbound Conference, which purports to include transportation between 
Vancouver and the Far East, that approval by the Board gives no protection to 
the conference in respect to the Vancouver-Far East area. 

Now, my question is this: Have NYK and the other members of 
the Pacific Westbound Conference considered the consequences to the 
conference regulation of freight rates from Canadian Pacific coast 
ports, if this aspect of conference activity is challenged by further 
action of either the Canadian Government, as an outgrowth of its cur- 
rent investigation, or of the U.S. Government, through the Federal 
Maritime Board ? 

Have you considered what might happen to the Canadian aspect of 
the conference control of rates? 

Mr. Froop. What is the question to me? 

Mr. Apret. We have referred to Mr. Morse’s testimony that Federal 
Maritime Board approval of the Pacific Westbound Conference Agree- 
ment has no validity and no effect insofar as Canadian operations are 
concerned, insofar as shipments from Vancouver to the Far East are 
concerned, and gives no protection to the conference regulation of those 
shipments. 

We have referred also to the current investigation under the Com- 
bines Investigation Act of Conferences in Canada, and the current 
concern of the Pacific Westbound Conference about legality of such 
asystem in Canada. 

y question is this: If the Canadian Government moves forward 
and challenges the conference system in Canada, or if the American 
Government moves forward to implement the kind of statement that 
Mr. Morse made through definitive action, what would that do to the 
regulation of rates and other conditions of shipment by the Pacific 
Westbound Conference with respect to shipments to and from Cana- 
dian markets ? 

Mr. Fioop. Well, I think it is anybody’s guess as to what would be 
the results of that action. Whether it would result in lower rates out 
of Canada on account of the cheaper loading costs in Canada, as com- 
pared to the United States, the Canadians, themselves, would probably 
want, or not 

Mr. Apret. May I interject to ask you this: Would it not undermine 
the whole system of PWC Conference regulation insofar as shipments 
toand from Canadian markets are concerned ? 

Mr. Froop. It might affect the commodities which move in common 
from both Canada and the United States. 

Mr. Arrex. Do you have anything to add to that, Mr. Kawamura? 

Mr. Kawamura. No. 

Mr. Arpe.. These next series of questions are directed to the New 
York gentleman, and I would like to direct your attention to two 
Telexes that were sent September 11, 1959, by the New York branch 
of NYK, the first of which reads, in part, as follows: 

Atami Maru—Re phone conversation alumina for Nagoya * * * We confirm 
that cargo can be received on wharf at this time without any additional stow- 
age cost. 


The second Telex reads, again, in part: 


Atami Maru—We are now in receipt of letter from Mr. A. Bier, Alcoa Inter- 
national, Inc., 230 Park Avenue, New York, supplier of alumina, requesting 
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rach wee ra that no stowage will be assessed their cargo. Please confirm same 
to them. 

My question is this: These messages represent, do they not, the final 
stages of the consummation of an agreement with the shipper men- 
tioned, Alcoa International, in which NYK undertakes to assure that 
no stowage charges will be made on Alcoa cargo which is to be shipped 
to Nagoya, Japan, over the NYK Line? 

Is that a correct reading of those messages ? 

(The documents referred to appear at pp. 733 and 734.) 

Mr. Kawamura. Does it show—could I ask you to repeat that ques- 
tion in a simpler form ¢ 

Mr. Arpet. Would the reporter repeat the question ? 

(The question was read. ) 

Mr. Kawamura. I refer next to a handwritten message. 

Mr. Meaper. That was two questions, was it not? You asked him 
directly and then you asked him before that whether it was a con- 
summation of some understanding. 

Mr. Kawamora. It shows the consummation of a business negotia- 
tion. Is that what you meant? 

Mr. Apper. It was a question based on two documents. It was one 
question. 

Mr. Meaper. It was your intention to describe these messages that 
counsel read as being the final stages in the consummation of an agree- 
ment with Alcoa International about providing for no stowage 
charges ¢ 

Mr. Kawamura. In saying “Yes” to that question, I indicated that 
these documents showed that our booking was just about to be made 
at that time. 

Mr. Rogers. It was made, and then did Alcoa get it without stowage 
charges ? 

Mr. Apret. I think perhaps the next document may help to clear 
this up. 

Mr. Kawamura. Yes. 

Mr. Meaper. I just thought the record would show that his answer 
“Yes” might have meant that you read them correctly, or it might 
have meant that these two documents were the final stages in the con- 
summation of an agreement. 

Mr. Arrex. Is it your understanding that these two Telexes con- 
firmed to Alcoa that there would be no stowage charges on their cargo 
to be shipped to Nagoya, Japan ? 

Mr. Kawamura. These Telexes indicate that on this particular ship- 
ment no storage would be incurred according to New Orleans 
Board regulations. 

Mr. Appex. Let us go a little slower. The next document to which 
I refer is a handwritten one, and it says: 

Can receive 10 days prior Alcoa International, 


(The document referred to appears at p. 735.) 

Mr. Kawamura. Yes, sir. 

Mr. Arret. Now, my question is this: Does this not show that NYK 
undertook to receive the Alcoa cargo 10 days in advance of the loading 
date without storage charges ! 

Mr. Kawamura. Yes, sir. And that is in accordance with the New 
Orleans Dock Board regulations, sir. We can receive for shipments 
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cargo without incurring storage 10 days prior to loading dates, ex- 
cluding Sundays and holidays. 

Mr. Appr. I next direct your attention, Mr. Flood, to a copy of a 
letter dated April 15, 1959, from Mr. Akabane at San Francisco to 
NYK in Honolulu, Hawaii. 

I will read, Mr. Chairman, a brief excerpt from that letter. 

This letter has to do with the Ajinomoto Co. 

Do you have the letter, Mr. Flood ? 

mr. Froop. I think there is a series of letters on that, is there 
not 

Mr. Arpev. Let me just read an excerpt from one which will indi- 
cate the basis of my questioning here. 

It is to your Honolulu agents, and says: 


We, as well as our head office, have been aware of Ajinomoto’s complaint 
against our deducting incidental charges such as entry, trucking, storage, and 
customs duties which are refundable by the government. Heretofore, we have 
adhered to our standing practice of settling claims strictly on c.if. basis as 
stipulated in the bill of lading agreement. 

However, if such policy should be detrimental to our business relations with 
this particular customer, then there arises a question as to whether our basic 
policy should be changed to allow absorption of these charges— 


and so on, 


We shall notify you of our head office decision on this matter in due time. 


My question is simply this, Mr. Flood: Can you tell the committee 
whether NYK policy was, in fact, changed to allow absorption of the 
charges referred to? 

(The document referred to appears at. p. 736.) 

Mr. Fioop. No. NYK policy has been always to settle claims on the 


basis of whether they are right or wrong, and I think you will find 
a further letter, as you go along, where the claim with Ajinomoto was 
settled on the basis as originally suggested in this letter from Mr. O. 
Akabane. 

Mr. Appri. This you know of your own knowledge? 

Mr. Fioop. Yes, sir. 

Mr. Apren. You are familiar with this particular case ? 

Mr. Fioop. No. But I went through these documents before I came 
back here. 

Do you have those in front of you? 

This is a series of documents, and I will simply refer to the whole 
series simply to save time. They are in the form of memorandum 
circulars to all members of this conference, and just taking one, for 
example, dated February 3, 1959-——— 

(The documents referred to appear at pp. 738-761.) aA. .%: 

Mr. Yamaoka. Mr. Chairman, may I make an inquiry at this point? 

Did you say, Mr. Appeal, it was the Japan-Latin American Con- 
ference ¢ 

Mr. Appet. That is right. 

Mr. Yamaoxa. It is a foreign-to-foreign conference? 

Mr. Arpet. May I finish the question, and then seek to clarify 
whatever you have in mind. 

Mr. Yamaoka. Yes. 

Mr. Appret. Would you mind letting me finish the question, because 
I think that will expedite matters; otherwise this means starting all 
over again. 
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The memorandum circular on the letterhead of the Japan-Latin 
American Eastbound Freight Conference, Tokyo, addressed to all 
members—and I am taking simply one of a series—is captioned, 
“Malpractice Month of December 1958, Contract Rate Granted to 
Noncontract Shippers,’ and below that—this notation appears on 
each of the memoranda—is the following: 







Attached is a statement of malpractice by member line due to having granted 
contract rate to noncontract shipper during the month— 
and in this case the month is December 1958. 

Now, is it not correct, Mr. Flood, that the copies of the documents 
you have supplied indicate that NYK received such a memorandum 
circular for each month of 1959, and for each month of 1958, and was 
listed as a violator of the conference tariff by having granted the con- 
tract rate to a noncontract shipper? 

(The document referred to appears at p. 738.) 

Mr. Yamaoka. Mr. Chairman, may I raise a point of inquiry here? 
Is this not on a foreign-to-foreign conference ? 

Mr. Arprei. Mr. Chairman, may I say to the gentleman who, I as- 
sume, is familiar with the records of our previous hearings 

Mr. Yamaoka. Yes. 

Mr. Arret. That there has been extensive reference to foreign-to- 
foreign conferences. 

Mr. Yamaoka. I am familiar with that. 

Mr. Aprev. That the hearings encompass the interaction between 
foreign-to-foreign conferences and other conferences over which the 
FMB has jurisdiction, and up to this point no one has questioned 
merely a factual reference to, or a question based upon, the action of 
a foreign-to-foreign conference as being outside the bounds of this 
hearing. 

And I would suggest in the interests of expediting matters that we 
not delay on this point. 

Mr. Yamaoka. Mr. Chairman, may I make a remark addressed to 
that point ? 

Mr. Arret. May I say further that I have not yet given the import 
of the question that is based upon this reference. 

Mr. Yamaoka. I thought you did ask a question. 

Mr. Appet. Mr. Yamaoka, at the mere mention of a foreign-to- 
foreign conference, you interrupt and the-nquiry is being impeded 
because I have not yet been permitted to ask a question based upon 
this simple reference. 

Mr. Rogers. Go ahead with the question. 

Mr. Appret. My question, Mr. Flood, based upon this series of con- 
ference memoranda is—— 

Mr. Stneman. I don’t believe you answered the previous question. 
_ Mr. Apper. Would the reporter read the last question prior to the 
inquiry ¢ May I read it just to save time? 

The question was this: Is it not correct that NYK received a memo- 
randum circular for each month of 1959 and for each month of 1958 
on which NYK was listed as a violator of conference tariff by reason 
of having granted the contract rate to a noncontract shipper? ; 

Mr. Fioop. I think that is just a monthly report of action taken 1 
Japan. In addition to NYK I think the circular also shows a lot of 
other companies also involved. 
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os Appet. Could you answer the question yes or no and then ex- 
ain ¢ 
: Mr. Froop. Yes, sir. 

Mr. Appet. The answer is yes. 

Mr. Kawamura. Mr. Appel, may I elaborate on that? 

Mr. Rogers. Yes, go ahead. 

Mr. Kawamura. Before answering that I would like to put on ree- 
ord clearly that I don’t think that this committee has any authority 
to inquire into foreign-to-foreign conference. However, in this par- 
ticular instance I would offer my comment on that. 

In Japan-Latin America Eastbound Freight Conference they have 
set up, whatever that is, this malpractice committee—I have forgot- 
ten the exact name—whereby they try to check unintentional errors 
that are made in the course of preparing and issuing bills of lading. 

Now in Japan, as you gentlemen may be aware, we have to issue 
thousands of bills of lading within the matter of a day, and in pre- 
paring and issuing these bills of lading, unintentional mistakes do 
occur, like granting contract rates to noncontract shippers, because 
bill of lading clerks sometimes do not refer to the contract shippers’ 
list, and these documents do show that because of our heavy carriage 
from Japan, we do commit these mistakes. 

Mr. Appet. Is it your testimony, Mr. Kawamura, that these unin- 
tentional errors happen recurrently month after month and will con- 
tinue ? 

Mr. Kawamura. Yes. 

Mr. Apret. That there will always then be the granting of contract 
rates to noncontract shippers ? 


Mr. Kawamura. That is right, maybe 1 out of 2,000 shipments or 
so. It does ci oe It is a human error. 


Mr. Appet. Does NYK follow through and collect the difference 
between the contract and noncontract ? 

Mr. Kawamura. Yes. 

Mr. Aprpgt. Is it correct that for the year 1958, according to the 
documents which you supplied, NYK was assessed malpractice fines 
in the amount of over 197,000 yen for granting contract rates to non- 
contract shippers ? 

Mr. Kawamura. I do not recall that particular instance, but if 
there is any record to substantiate that, I believe it is true. 

Mr. Appev. I refer to a document issued by the Japan-Latin 
America Eastbound Freight Conference dated July 4, 1959, which so 
states. 

(The document referred to appears at p. 740.) 

Mr. Yamaoka. Did you say $100,000 or 100,000 yen ? 

Mr. Appe. Yes. 

Mr. Murase. About $300. 

Mr. Appet. Is somebody testifying or making a statement? 

Mr. Murase. It is only about $300 at the rate of 360 yen to $1. 

Mr. Apret. Have you identified yourself for the record ? 

Mr. Murase. Yes, Jiro Murase is my name. 

Mr. Appet. Where are you employed ? : 

Mr. Murase. From the law firm of Hill, Betts, Yamaoka, Freehill 
& Longcope. é 

Mr. Appex. And you are now making a statement? 

Mr. Morass. Yes. 
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Mr. Appex. In order to have an orderly record, we must have you 
identify yourself, and if you are testifying we must know that. Do 
you propose to testify ? 

Mr. Murase. Yes. We are merely pointing out, sir, that it only 
amounts to $300. 

Mr. Appet. Do you gentlemen regard this as one of the necessary 
evils associated with the dual rate system that we must live with? 

Mr. Kawamura. What do you mean by “this”? 

Mr. Aprex. The recurrent granting of contract rates to noncontract 
shippers. 

Mr. Kawamura. We would regard it—— 

Mr. Aprpex. Do you regard this as a necessary evil, something the 
industry must live with in the operation of the system ? 

Mr. Kawamura. As I explained, it is a human error in issuing 
thousands of bills of lading overnight, you sometimes do make mis- 
takes in, for example, misrating, applying certain tariff items, which 
are not applicable to those particular shipments, and sometimes grant- 
ing contract rates without eanted that the particular shipper was a 
noncontract shipper. 

Mr. Appet. Does this to your knowledge happen in most of the 
conferences, that is, other conferences both United States and foreign- 
to-foreign ? 

Mr. Kawamura. I believe so, depending on the number of bills of 
lading that you will have to process. 

Mr. Appr. This then is a feature of the operation of virtually all 
conferences, whether they be under the jurisdiction of the Federal 
Maritime Board or foreign-to-foreign conferences. 

Mr. Kawamura. Yes. 

Mr. Appet. Mr. Flood, I direct these questions to you. You are 
aware, are you not, from your reading of the record of our previous 
hearings that a number of witnesses representing American steamship 
lines and trade associations of these lines have testified both for the 
House Merchant Marine and Fisheries Committee and before this 
committee to the effect that the American shipping lines on the one 
hand, and the non-American lines on the other are in a highly com- 
petitive position with one another, and have quite mutually incon- 
sistent interests ? 

Mr. Foon. I am aware there is competition, yes, sir. 

Mr. Apres. May I call your attention specifically to the testimony 
of a shipping executive representing a major U.S. line who told the 
committee this. I will simply read a brief paragraph or two which 
appears at page 3768 of our New York hearings: 

I sincerely hope that your subcommittee will come to understand fully what 
we American-flag lines are up against, competitively speaking, in our inter- 
national struggle to serve adequately and regularly the needs of U.S. foreign 
commerce. I feel confident that your subcommittee will come to appreciate 
fully the severity and magnitude of this foreign-flag competition * * *. 

* * * unless Congress decides to modify drastically or repeal the national 
shipping policy it laid down in the several Merchant Marine Acts, I am con- 
fident your subcommittee wishes to do nothing which might sap our energies at 


a time when our foreign competition is growing and increasing by leaps and 
bounds. 


That was the testimony of a steamship executive representing 4 
major American line. 
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Now my question to you is this: From your point of view as an 
official of a foreign-flag steamship line, headquartered in San Fran- 
cisco, would not the operations of NYK, for example, in the shipping 
lanes connecting ports in Central and South America indicate a hand- 
in-glove cooperation with Grace Lines and a rather close identity with 
it @ 

Mr. Fioop. Not as far as the Grace Line is concerned, no, sir, with 
the exception of maybe the establishment in the past of rates between 
Mexico and Central American ports, and Grace Line was one of the 
other lines—— 

Mr. Arret. Mr. Flood, your answer was no? 

Mr. Fioop. Yes. 

Mr. Appet. I direct your attention to a copy of a letter drafted by 
you dated September 18, 1959, to Transportadores Maritimos NYK 
agents in Mexico with respect to the shipment of sugar mill machinery 
from Acapulco to Puntarenas, Costa Rica. Is the following a correct 
reading of this letter? Do you have it before you? 

Mr. Fioop. No. I know the letter you refer to. 

Mr. Appex. I will just read starting with the second paragraph: 


We have discussed— 
referring to the sugar mill machinery— 


this matter with the office of Grace Line in San Francisco, and they advised us 
that for this particular shipment, their office in Mexico City did not quote a 
rate of less than $30 per ton. However, they did indicate that there was a 
possibility that on future shipments a rate of $28 could probably be obtained. 

For your information and guidance, we are enclosing herewith copy of letter 
sent by the San Francisco office of Grace to their Mexico City office which is self 
explanatory. 

We might mention that on this particular shipment, we had no advice from 
you on this matter, and our first indication of the movement of this particular 
machinery was from the Grace Line in San Francisco, in which they requested 
us to concur with the special rate of $30. On receipt of this information, we 
telegraphed you accordingly. 

For your guidance, we work very closely with the Grace Line in San Francisco, 
and if you need any particular rates in order to obtain a particular shipment, 
please telegraph us, and we will take immediate action in endeavoring to obtain 
action, if necessary. 

Is that a correct reading? 

(The document referred to appears at p. 762.) 

Mr. Fioop. The letter speaks for itself, but this is entirely foreign- 
to-foreign, and it could just as well have been relationship with Grace, 
Grancolombiano or anybody else. 

We receive these requests from our Mexico City agents for rates 
between ports. We talk it over between the various agents in San 
Francisco, we find the authenticity of the rates, whether there is any 
need of reducing the rates, and we so advise. 

Since this letter was written, there has been the Interport Tariff 
Bureau formed in San Francisco which now quotes these rates uni- 
form for all lines in that service. 

Mr. Appex. I will now direct your attention to another letter writ- 
ten by you. 

Mr. Yamaoxa. Mr. Chairman, may I be privileged to make a re- 
mark here very briefly regarding some additional information on this 
very issue about foreign to foreign, and the question of jurisdiction. 

Mr. Rogers. That is the jurisdiction of this committee ? 
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Mr. Yamaoka. No, not the jurisdiction of this committee. 

Mr. Rocrrs. Then proceed. 

Mr. Yamaoka. Yes. It is as to the jurisdiction problem on the 
foreign-to-foreign trades, 

You will recall, Mr. Chairman, that this came up during the dis- 
cussion of the so-called “talking paper” which. Mr. Kannauchi pro- 
duced as emanating from the Japanese Government, on Wednesday 
afternoon. 

As a result of the extensive hearings conducted by this committee 
in October and November of 1959, the Department of Justice com- 
menced proceedings here in the District of Columbia entitled “The 
Grand Jury Investigation of the Shipping Industry” in December 
1959. Subpenas duces tecum were served on over 150 American and 
foreign lines requiring the production of documents and data not only 
from the United States but from abroad. 

And they called for the production of documents dealing with the 
Far East trade, the cotton trade and the African trade Sens Jan- 
uary 1, 1954, to about January 1, 1960. 

I understand that practically all the American lines naturally have 
complied with these subpenas, but about 60 lines, mostly foreign, 
filed motions to quash in the district court here. 

One of the main grounds of the objection was that it was improper 
to attempt to enforce the American judicial process abroad, and that 
as to foreign lines particularly, extraterritorial enforcement of the 
subpenas would encroach upon the foreign sovereign rights of 
friendly foreign powers. 

It was finally revealed during the arguments before the court that 
11 nations had filed strong protests or representations to the U.S. 
Government claiming that the attempt at extraterritorial enforce- 
ments of these subpenas were violative of international law and their 
sovereign rights. 

These protesting countries were Great Britain, France, Italy, West 
Germany, Canada, Denmark, the Netherlands, Norway, Sweden, the 
Philippines and Japan. 

Judge Walsh sustained these subpenas as to the domestic documents, 
but for the time being postponed compliance as to the foreign docu- 
ments and data, as he felt that these foreign government protests 
should be given, as he says, “the greatest consideration.” 

This decision is reported in 186 Federal Supplement at page 298, 
and it was rendered in June, as I recall, of 1960. 

Secondly, also as a result of this committee’s investigations, the 
Federal Maritime Board instituted a number of new proceedings and 
investigations. 

On April 11, 1960, the Board issued orders under section 21 of the 
Shipping Act of 1916 addressed to about 400 American and foreign 
shipping lines and concerns. 

Now these section 21 orders also call for the production of every 
contract agreement or understanding, whether located in the United 
States or abroad, involving the waterborne commerce of the United 
States, in effect as of January 1, 1960, and were of a very wide scope 
covering very comprehensive matters under the Shipping Act. 

Of the 400 or so firms and interests served with these subpenas, 
about 200 I believe, almost 50 percent, certainly about 190 foreign 
shipping concerns representing approximately 33 major maritime na- 
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tions throughout the world filed petitions and applications with the 
Federal Maritime Board urging that the Board’s authority under sec- 
tion 21 could not be made effective abroad outside the United States, 
and pointing out the danger and the possibility of serious interna- 
tional complications, if insisted upon. 

These applications were preemptorily denied, and thereupon ap- 
peals were taken to the court of appeals in this district, and the mat- 
ter is presently sub judice. 

Here in these cases also additional strong protests were filed by 11 
foreign countries, and I shall name them. They are Great Britain, 
Norway, Denmark, Sweden, Finland, the Netherlands, West Ger- 
many, Italy, India, Yugoslavia, and Japan. 

These protests all clearly indicate objections to unilateral attempt 
to exercise jurisdiction by the Board over aspects of international 
shipping outside the territorial limits and jurisdiction of the United 
States as violation of international law, and comity of nations and 
the sovereignty of the protesting nations. 

In addition to these appeals pending in the District of Columbia, 
five additional foreign lines appealed to the count of appeals for 
the Second Circuit up in New York from the denials for relief from 
the Federal Maritime Board’s section 21 orders, and on October 21, 
1960, that court, upholding these orders, stated as to these foreign 
protests : 


If such an inquiry annoys other governments as apparently it does, their 
complaint must be addressed to the Executive. 


Now this case is entitled, “Kerr Steamship Co. against the United 
States,” and petitions for certiorari are presently pending in the 


Supreme Court. 

ossibly in view of these unsettled and unsatisfactory state of af- 
fairs, at least three Governments, Great Britain, Italy and Japan, 
have now recently issued orders to their respective flag lines prohibit- 
ing them from complying with these section 21 orders outside the 
United States, and f believe that there is ample prospect of other 
governments taking similar action. 

Now in all this, we might inquire as to the State Department’s po- 
sition in this. Until very recently it has just acted as a transmitting 
agent for these protests. 

However, on January 3, 1961, finally the State Department at long 
last replied to Senator Magnuson’s inquiries of March 23, 1960, and 
if I may be privileged, I would like to quote just a few lines from 
that letter, and I quote from this letter: 


A number of foreign governments which protested against both the grand 
jury’s subpenas and the Federal Maritime Board order expressed surprise that 
the United States would launch a sweeping investigation of their shipping ex- 
tending to matters which they also considered to be within their jurisdiction 
and to trades in which they have an equal right to prescribe regulations without 
advance consultation with the governments concerned. 

Some manifested their particular disappointment because the United States, 
after having apparently disregarded their formal protests concerning the grand 
jury’s subpenas, had proceeded 414 months later to initiate another comprehen- 
sive and partially overlapping interrogation through another U.S. agency. 

In response to your question concerning the extent to which common carriers 
in trade with the United States should be regulated by the United States, the 
Department of State foresees that difficulties will continue to arise in our rela- 
tionships with other maritime nations in proportion to the extent that the United 
States asserts the regulatory authority which interferes substantially with the 
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long established and generally accepted pattern of shipping practice in foreign 
trade. 

The governments of practically all nations that supply shipping services to the 
world consider shipping conferences and their practices as purely commercial 
activities in which their governments should not and in practice do not unilater- 
ally intervene. 


And I skip some lines: 


It would appear most important to our foreign policy that the U.S. Government 
consider carefully any future action in the general field of governmental regula- 
tion of shipping engaged in the foreign commerce of the United States. 

It is also the view of this Department that the maintenance of stable operating 
conditions in the shipping trades is important both from the standpoint of our 
foreign relations in the shipping field and that of maintaining a steady flow of 
foreign commerce. This objective can be accomplshed by giving specific author- 
ization to shipping conferences to use a tie-in device such as the dual-rate system. 


I skip a few lines: 


Finally, the Department of State is of the opinion that from the standpoint of 
international relations, no further departures from the international pattern 
should be made, unless a clear and conclusive necessity therefor is demonstrated 
taking into full consideration the foreign policy implications. 

With the new administration now in office, this committee may de- 
sire to confirm its views on these points as it affects very important 
foreign policy considerations, as well as the foreign commerce of the 
United States. 

[ hope this information will be helpful to this committee. I shall be 
very glad to offer for the record copies of these protests and the other 
documents I have referred to, if the chairman so desires. 

Mr. Rogers. It will be perfectly all right to offer and receive those 
documents for the record. 

Mr. Yamaoka. May I submit them at a later date, because I did not 
come prepared for anything like this. 

(The documents referred to appear at pp. 669-707.) 

Mr. Roeers. Surely, but as I understand your protest is to the effeet 
that we should not go into any matters dealing with so-called foreign 
port-to-port trade. 

Mr. Yamaoka. Exactly, sir. 

Mr. Rogers, And whether right or wrong, our chairman, when this 
matter was first presented in New York, ruled that we could do so as 
a matter of information for ourselves, and that is why this line of 
questioning may be pursued. 

We appreciate your analysis of this and these documents that you 
have. I think that we, as a committee of Congress, which is the legis- 
lative branch—and you have been referring to the executive and judi- 
cial—we have a right to receive, at least. under the interpretation of 
the proceedings so far, this information, but we thank you for your 
statement. 

Mr. Meaper. Mr. Chairman, might I make a brief additional state- 
ment, I was very interested in hearing of these developments. 

I should not like the record to imply that, because the criminal 
power of the U.S. Government does not operate extraterritorially or 
the regulatory authority of the United States Board could not oper- 
ate extraterritorially, a congressional agency, such as this commit- 
tee, if it thought the material or the subject matter was _perti- 
nent to some legislative purpose or inquiry that it desired to make, and 
the documentary information was within the territorial jurisdiction of 
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the United States, has no power to inform itself and to make its rec- 
ord in an inquiry of this kind which has no punitive connotations 
whatsoever, except with respect to the enforcement of the committee’s 
subpena authority. The limitations upon the Departm2n: of Justice 
or upon the Federal Maritime Board would not necessarily be coter- 
minous with the subject matter of an inquiry by this committee. I am 
very interested in this question of foreign-to-foreign trade, and Amer- 
ican-flag ships engaging in foreign-to-foreign trade in competition 
with foreign-flag ships. Certainly we cannot develop a balanced pic- 
ture of the industry if a curtain is to be drawn between this committee 
and the operations in foreign-to-foreign port trade. This would give 
our record and our understanding of the shipping picture a completely 
slanted and distorted twist that I don’t think would be helpful in our 
consideration of the shipping rate problem. 

I did not believe that you were objecting to our inquiries in that 
field, but I was interested in these developments in other fields. 

Mr. Yamaoka. Yes, Mr. Meader; that 1s exactly the point. 

I am not objecting so strenuously to the fact that the documents 
which are available here dealing with foreign-to-foreign are being 
considered by this committee, but I did wish to indicate some of the 
pitfalls and complications that might arise in your deliberations and 
investigations, looking to future legislation, if the regulatory agencies 
actions or the judicial processes should be contemplated to be exercised 
abroad, and these are the actual results of this committee’s investiga- 
tions. 

Mr. Meaper. I think it is very appropriate for these views to be in 
the record, and I am glad that you raised the point. 

Mr. Rogers. Proceed. 

Mr. Appet. In line with this discussion, I would like to ask Mr. 
Flood particularly, whether it is not true that NYK, excluding now 
for a moment your Trans-Pacific and Trans-Atlantic routes, does not 
doa great deal of lateral north-south business between ports in Mexi- 
co, Central America, and South America, both east and west coast, 
_ U.S. ports, particularly those on the Pacific coast of the United 

tates. 

Mr. F.oop. Ports on the East coast of the United States? 

Mr. Arrev. Ports in the United States, particularly on the West 
coast. 

Mr. Fioop. We carry very little cargo from Latin America to the 
United States, either East coast, gulf or the Pacific coast. 

Mr. Arret. How about southward from ports in the United States 
to points south ¢ 

Mr. Fioop. Well, we belong to several of the Latin American tariffs, 
conferences, and we do carry cargo from the Pacific coast southbound 
toCentral America, South America 

Mr. Arrer.. You do carry substantial cargo ? 

Mr. Fioop. I wish it was more. 

Mr. Apret. You docarry some cargo? 

Mr. Froop. We do. 

Mr, Arret. And beyond that, whether we are talking about south- 
bound or northbound, so far as the west coast of Latin America or the 
east coast of Latin America is concerned, you solicit business, do you 
not, on those trade routes? 
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Mr. Fioop. We solicit business. We have a very difficult time in 
— it, on account of a national flag alliance operating in that 
trade. 

Mr. Arret. In any event, insofar as the Western Hemisphere above 
is concerned, you parallel the trade routes of other lines, do you not? 

Mr. Fioop. We do. 

Mr. Appr. Excluding completely the transocean run ? 

Mr. FLoop. We do. 

Mr. Arret. Is that not correct / 

Mr. Fioop. Yes, sir. 

Mr. Arre.. The last letter to which we referred before the legal 
memorandum was read, Mr. Flood, was written by you, and it indi- 
cated, did it not, “We work very closely with the Grace Line at San 
Francisco ?” 

Mr. Fioop. That is right. 

Mr. Appe.. Getting back to the train of thought that we left a 
while ago, I direct your attention now to another letter drafted by you 
dated October 27, 1959, addressed to Trans-Marine Navigation Corp. 
NYK agents in Los Angeles, discussing the quotation of rates on ship- 
ments from Mexico to other Latin American ports. You state in that 
letter, Mr. Flood, at the bottom of the first page: 

We have always endeavored to maintain the Grace Line rates, or the rates from 
the Pacific coast to Caribbean areas whenever possible. 

Is that a correct quote from the letter ? 

Mr. Foon. I haven’t got the letter. 

Mr. Apper. I have just read from the letter. Will you accept that 
as a correct reading, Mr. Flood ¢ 

Mr. Fioop. The letter speaks for itself, if that is the case. 

(The document referred to appears at p. 763.) 

Mr. Appet. I next direct your attention to a letter dated January 21, 
1958, written by you to the president of NYK Tokyo, which concerns 
rates on fishmeal from the west coast of South America to Mexico. In 
that letter, Mr. Flood, you stated, do you not, and I am quoting: 

As you know, ourselves, Grace Line, Chilean Line, Grancolombiano and others 
have a gentleman’s agreement to quote the same rates for cargo moving south- 
bound from Mexico and Central American ports to west coast South America, 
and we believe that the same conditions should apply for cargo moving north- 
bound from Chile, Peru and other west coast ports to Mexico and Central 
America. We believe that there should definitely be uniform rates in this trade, 
as otherwise the lines will be competing between themselves for the cargo and 
the only one benefiting from the lower rates will be the shipper. 

Is that a correct reading of that letter, Mr. Flood ? 

Mr. Fioop. Yes, sir. 

(The document referred to appears on p. 763.) 

Mr. Appev. I next direct your attention to a letter also—— 

Mr. Mraper. May I ask this, Mr. Chairman. Would you read that 
last sentence again? This is Mr. Flood’s letter? 

Mr. Appet. Yes. Would you like to read it, sir? It is this para- 
graph. 

Mr. Mraper (reading) : 

We believe that there should definitely be uniform rates in this trade, as other- 


wise the lines would be competing between themselves for the cargo and the 
only one benefiting from the lower rate will be the shipper. 
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That really is back on the same subject we were talking about with 
the chairman of the conference this morning. That is a terrible thing 
that the shipper should benefit from lower rates that result from 
competition. 

Mr. Fioop. Put it this way, Mr. Meader, it increases his profit. He 
doesn’t need a lower rate to consummate the business. He makes a 
larger pet, which is all right. 

Mr. Meaper. In other words, it seems to be the philosophy, as ex- 
pressed in that sentence, that the shipping line should get about all 
they can and still keep the shipper in business. 

Mr. Foon. I think it works both ways. The steamship companies 
are in business to make money. The shipper is in business to make 
money, and there is a happy medium in aires where everybody is 
satisfied. 

Mr. Meaper. Just so long as the shipping lines don’t compete and 
run down the rate to the benefit of the shipper ? 

Mr. Fioop. Well, you would be surprised how many times a shipper 
usually remarks that a line will take the cargo at such and such a rate, 
therefore why cannot you take it. 

We talk to a line, the line gave no such quotation or no such indica- 
tions. They play one line against the other, with no foundation. 

Mr. Arret. I next direct your attention to another letter drafted by 
you, Mr. Flood, dated February 20, 1958, addressed to the president, 
NYK business division, Tokyo. Is it not correct that in this document 
which has to do again with freight rates on fishmeal from Peru to 
Mexico, after again making reference to the gentlemen’s agreement 
covering the Mexican and Central American ports to the west coast of 
South America trade, you go on to say, and I am quoting: 

Also, Grace Line publishes a joint freight tariff No. 1 to apply on commodities 
moving from the Panama Canal Zone to the Pacific coast ports of Central Ameri- 
ea. These rates are observed by Marmenic Line and the United Fruit Co. and 
other lines serving this trade. Also, we understand that at the present time 
Grace Line has a tariff quoting rates from the west coast of South America to 
Central America Pacific coast ports, following the Straits of Magellan tariff, 
but there has been no agreement between the various lines involved to observe 
rates as quoted in this tariff. 

It has been proposed that Mr. Ray Burley, chairman of the Latin/American 
Conferences be appointed as publishing agent of these various tarifis, instead of 
Grace, and it has also been suggested that he include in the group tariffs pub- 
lished by his office, rates covering the movement of cargo from the west coast of 
South America to Pacific coast Central America and Mexican ports. The major- 
ity of the lines are in favor of this, but at the present time nothing definite has 
been decided. We personally think it would be a very good idea to have Mr. Bur- 
ley publish the various tariffs involved instead of Grace Line. 

My question, Mr. Flood, is this: Can you explain to the committee 
why it was proposed that Mr. Burley be appointed as publishing agent 
of these various tariffs instead of Grace Line and why you personally 
think it would be a very good idea ? 

(The document referred to appears at p. 764.) 

Mr. Fioop. One reason is that the Grace Line tariffs were not avail- 
able to all the carriers. 

The main thing is that we wanted was to stabilize the rates, and we 
wanted to get a published tariff and we wanted a tariff both in English 
and in Spanish, so that both our agents in this country and our agents 
in Latin America could interpret, and make uniform conditions for 
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all lines in respective trades, and it since has been done and the inter- 
port tariff bureau is now operating in San Francisco. 

Mr. Apre.. With respect to the conferences of which Mr. Burley is 
chairman, what trade routes do they cover generally ? 

Mr. Fioop. From Pacific coast to Latin America. 

Mr. Apret. From the Pacific coast of the United States? 

Mr. Fioop. Yes, sir. 

Mr. Apret. To Latin America? 

Mr. Fioop. Yes, sir, both east and west coasts. 

Mr. Appet. Mr. Flood, doesn’t this suggestion that Mr. Burley act 
as publishing agent for the tariffs and your endorsement of this pro- 
posal, demonstrate the close cause and effect relationship between the 
rate structures we have reviewed, and the gentlemen’s agreement con- 
trolling them, and shipments between ports in the United States and 
ports in the countries to the south of us? 

Mr. Fioop. The only reason why Mr. Burley’s office was selected as 
publishing agent was because there was no one else who could do it, 
who we thought could handle it. I don’t think it has any relationship 
to rates. 

Mr. Appev. Mr. Flood, bearing in mind that element again, let. me 
ask you this next question. In your letter dated July 16, 1958, to 
NYK agents in the British West Indies, you said, and I am quoting: 

For your information, all lines carrying cargo from the west coast of Mexico 
to Caribbean ports have a gentlemen’s agreement in which they will quote from 
Mexico to Caribbean ports the same rate as applied from U.S. Pacific ports. 
Consequently, the rate of $42.50 is the rate applicable from California. 

Now I ask you again doesn’t this demonstrate the interaction and 
relationship between rates applicable to commodities shipped to and 
from American ports, and those shipped to and from various ports 
in Central and South America with respect to the one particular 
commodity in this case, electrical ovens, the subject of your letter? 

(The document referred to appears at. p. 764. ) 

Mr. Fioop. Quoting rates is a complex situation. 

Mr. Aprev. Could you answer that “Yes” or “No” and then explain? 

Mr. Fioop. No. 

Mr. Appren. The answer is no? 

Mr. Fioop. Yes. 

Mr. Appet. There is no interrelationship. Then can you explain 
to the committee why—— 

Mr. Meaper. Mr. Chairman, if I might interject here, we had testi- 
mony this morning from Mr. McArt that the rates on canned goods 
from Australia to Germany were related to the rates on canned goods 
from Pacific ports to Germany, and I would assume that where a 
commodity is identical, that rates on that commodity between Central 
American ports would definitely be related and have an effect upon 
rates from Pacific coast ports to the same destinations. Isn’t that 
correct ? 

Mr. Froop. I will tell you, Mr. Meader, I think' you are referring 
in this letter to rates from the west coast of Mexico to Caribbean 
ports. I think that is what that letters refers to. 

We originally tried to maintain the same rates from the west 
coast of Mexico to Caribbean ports as quoted from the Pacific 
coast, except on certain commodities—— 

Mr. Apper. You mean U.S. Pacific coast ? 
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Mr. Fioop. Yes, U.S. Pacific coast. Except on certain commodities 
which we could not maintain. 

However, we found out that if we maintained those rates out of 
Acapulco to the Caribbean, the cargo originating in Mexico moved 
out of Veracruz and Tampico instead of Acapulco, and that was our 
competition, and we lost the cargo. 

So then we had to revise our rates to meet the rates from the east 
coast of Mexico to the Caribbean instead of the west, in order to 
retrieve that business. 

Mr. Apre.. But aren’t you admitting the interaction relationship 
between U.S. Pacific coast rates and those rates in ports south of us? 

Mr. Froop. That is only one portion of it. Our main competition 
now in that particular trade is rates from Tampico, Veracruz, Mexico 
to Caribbean, not out of the United States. 

Mr. Meaper. It is essentially true that where you are talking about 
the same commodity and the consumer or the receiver of the shipment, 
rather, can get it from a variety of places, there is a tendency on the 
part of the shipping lines to try to fix rates at such a level which will 
permit the shipper that they serve to compete with similar producers 
elsewhere in the world; is that right? 

Mr. Fioop. And we also have to meet the request of the Mexican 
shippers. 

The Mexican shippers know very well that it costs us only about 
$1.50 a ton to load cargo in Mexico. It costs us about $12.50 a ton to 
load cargo on the Pacific coast. 

Now knowing those facts, the Mexican shippers say, “Why should 
we pay the same rate of freight out of Mexico to the Caribbean as 
out of the U.S. Pacific coast ports?” We are in between. 

Mr. Arrev. If I understood your previous testimony correctly, you 
admitted that there was a direct relationship and a very substantial 
relationship between rates applicable to shipments from Canadian 
and United States ports, particularly in terms of the example in the 
record that we explored. There a pledge was required of a candidate 
for conference admission, that it would maintain Canadian rates be- 
fore it would be admitted to a conference that had to do only with 
rates from the U.S. ports to a South American country. As I under- 
stood your testimony, you admitted this morning that there was a 
very real relationship between the two. 

Mr. Froop. And I also I think modified it in answer to one of your 
questions, that if there was a rule that the PWC rates for American 

rts did not apply out of Canada, that we would no doubt have trou- 

le with the Canadian shippers in quoting the same rates out of 
Canada as we quote out of the United States. 

Mr. Appet. Mr. Flood, simply as a practical matter now, wouldn’t 
you, as an experienced shipping executive, say that there is a general 
cause and effect relationship between the rates structures in the West- 
ern Hemisphere, including Canada, the United States, Central Amer- 
ica, and South America, or do you approach them on the basis of 
compartmentalization ? 

r. Froop. My answer to the first question is no. 

Mr. Apret. There is no relationship ? 

Mr. Fioop. What connection there is I think is very mild. 

Mr. Srneman. Are you saying, Mr. Flood, that it doesn’t matter 
what the rates are from west coast Central America to the Caribbean, 
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and that when you are setting rates from the Pacific coast to the Carib- 
bean, you don’t have to consider those rates at all ? 

Mr. Fioop. Well, we have to, sometimes; yes. In other words, in 
establishing rates—— 

Mr. Arrex. Is there—— 

Mr. Stneman. Then there is some relationship, isn’t there ¢ 

Mr. Fioop. Well 

Mr. Arrex. In other words your rates from the Pacific coast of the 
United States cannot be far out of line from the rates from western 
Central American ports to the Caribbean ? 

Mr. Fioop. Yes; but sometimes in order to meet those rates, we have 
got to take rates out of the United States at a loss, in order to meet 
those rates. We cannot compete with certain commodities. 

Mr. Stneman. I am not asking you whether you can compete with 
the western companies of Central America. I am simply saying isn’t 
there a relationship between the two sets of rates? 

Mr. Foon. In establishing any rates, you take into consideration 
the rates in which the same commodities move into the final destination 
from all countries. 

Mr. Apret. Mr. Flood, if cotton could be shipped very much more 
cheaply out of Ensenada, and if the yen, as destinguished from dollar 
payments, were more favorable out of Ensenada than San Diego, 
cotton would tend to be shipped from there instead of San Diego, 
would it not? 

Mr. Fioop. No, sir. 

Mr. Appe.. It would not? 

Mr. Fioop. You are now talking about American cotton ? 

Mr. Appen. Yes. 
ara Fioop. No, sir. It would have difficulty getting across the 

rder. 

Mr. Aprret. Are you saying there is no relationship between the 
Ensenada rate and the San Diego rates? 

Mr. Fioop. I don’t think there is too much relationship; no, sir. 

Mr. Aprex. Did you not state the contrary in a letter which was 
previously quoted ? 

Mr. Froop. I know I did, and that is why I modified that state- 
ment in the first letter, saying on the rate structure, not on the sale of 
American cotton. 

(The documents relating to Ensenada areat pp. 765-767.) 

Mr. Arpet. Mr. Chairman, I would like to continue. 

Mr. Rocers. Proceed. 

Mr. Appet. I next direct your attention to a copy of a letter dated 
July 9, 1958, written by Mr. Ariyoshi, managing director and now 
vice president of NYK, to the American President Lines, San Fran- 
cisco, and this letter was written in response to a letter from American 
President Lines regarding Hong Kong-Latin American rates. 

Can you tell the committee first. what conference covers that trade? 
Would it be the Trans-Pacific Freight Conference, Hong Kong? 

Mr. Froop. No; it isa separate conference. I think that Mr. Kawa- 
mura can answer that question better. 

Mr. Apret. What conference covers that trade? 

Mr. Kawamura. I would again go on record that this committee 
does not have authority to go into that, but I will volunteer. It is 
covered by Hong Kong-Latin America Associated Lines. 





we 
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Mr. Apret. Mr. Chairman, I would like to read the material por- 
tions of the letter which are as follows: 


I would refer to your remark that your previous understanding was to the 
effect that the Japanese lines would be willing to enter into a uniform agree- 
ment which would provide for identical direct and transshipment rates, and 
wish to point out that this is contrary to the facts. The facis are that only 
NYK lines among the Japanese lines had been willing to enter into such uni- 
form agreement, while Kawasaki and Mitsui had consistently been opposed to 
identical level of rates for direct and transshipment services. We, NYK Line, 
had made numerous approaches to both of these lines in the past months with 
a view to persuading them to agree to a unified tariff, but all to no avail. Both 
Kawasaki and Mitsui have been flat in their declination of our proposal. 

Under the circumstances, and unless you wish to leave the situation com- 
pletely uncontrolled, it appears to me that the following compromise would be 
the only workable solution: 

And the compromise is indicated here : 

I may add that I am fairly confident that Kawasaki and Mitsui would be 
agreeable to the foregoing. 

Incidentally, until the matter is finalized, and in view of the adamant posi- 
tion taken by Kawasaki, Mitsui, and other direct lines, we have no alternative 
but to reserve our right of quoting competitive rates. 

Is that a correct reading ? 

(The document referred to appears at p. 768.) 

Mr. Froop. Yes, sir. 

Mr. Appet. Would it be correct also that these negotiations were 
carried on independently and outside of the conference? 

Mr. Kawamura. No, sir. I think I can reply to your inquiry on 
this. 


Mr. Appet. May I ask you the next question. You answered that 
no 


Were these negotiations being carried on under conference 
auspices ¢ 

Mr. Kawamura. May I elaborate a little? 

Mr. ArpeL. Would you answer that yes or no and then elaborate? 

Mr. Kawamora. This takes an explanation. 

Now from Hong Kong to Latin America there are two established 
mechanisms controlling rates. One is, as I said, Hong Kong-Latin 
America Associated Lines which quote rates on cargo being trans- 
shipped at Cristobal, and then on those cargoes which move from 
Hong Kong to Latin America with transshipments at U.S. Pacific 
coast ports or U.S. Atlantic coast ports, either Trans-Pacific Freight 
Conference of Hong Kong or New York Freight Bureau controls the 
rates. 

Now there started some direct services from Hong Kong to Latin 
America, and these direct services were not covered by any of these 
conferences. 

In other words, they were free to quote whatever rates they wanted 
to quote, and this letter was in reference to this situation. : 

r. Appet. In any event, Mr. Kawamura, this represents, does it 
not, an effort on the part of NYK? 

Mr. Kawamura. Yes. SECT 

Mr. Aprew (continuing). To lead the other two Japanese lines into 
a compromise solution with APL in terms of the rates applicable here? 
Mr. Kawamura. That is right, sir. 
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Mr. ApreL. NYK was seeking to cement an agreement whether it 
be within or outside of the conference ? 

Mr. Kawamura. That is right, sir. 

Mr. Apret. Mr. Flood, the next question again is directed to you. 
It has to do with a letter from your San Francisco office dated October 
27, 1958, and it is written to the manager of the NYK, Tokyo branch 
over the signature of general manager Akabane of San Francisco. 

Mr. Chairman, I ask permission to read the opening paragraph, 
which is as follows: 


We confirm our Telex 66 of today’s data : 

Urgent 66 Pomeroy here contracting with Asahi Bussan shipment approxi- 
mately 50 tons heavy dock equipment consigned Pomeroy Hawaiian Dredging 
Kuwait International Co. Kuwait January shipment our vessel stop Contact 
Asahi Bussan for routing NYK stop Pomeroy contracting for Japan with 
freight prepaid in sterling at destination Advise results soonest. 


Are you familiar with that letter, Mr, Flood? It bears the initials 
EJS. I take it it was written by Mr. Spear. The letter also has a 
postscript which reads as follows: 


This business again comes to us through the personal recommendation of Mr. 
Cuffe, president of PFE, who called me and asked me to give this my personal 
attention, for as you may or may not know, Pomeroy is one of PFE’s biggest 
accounts and also Pomeroy are financially interested in PFE. Mr. Cuffe was so 
highly pleased the way you handled the busbanding of the SS Beljeanne through 
our subsidiary, TOEI KAIUN SANGYO, K. K., that he wanted me to give this 
my personal attention also. For your private information, Pomeroy are placing 
this order with Asahi Bussan today and are establishing a letter of credit through 
the Bank of America, Tokyo. Since Mr. Cuffe is so personally interested in this, 
I would appreciate it very much if you would have whoever will be handling this 
particular business keep us closely advised of all shipping arrangements so that 
I can, in turn, keep Mr. Cuffe and Pomeroy fully advised. 


(The document referred to appears at p. 768.) 
PFE stands for what line? 
Mr. Froop. Is Pacific Far East Line. 
Mr. Apret. Mr. Cuffe, before he died, was president of the line, 
was he not ? 
Mr. Flood, the transportation of 50 tons of heavy onpineans from 
t. 


Japan to Kuwait represents the kind of shipment that would be 
coveted by any line, does it not? That is a good order? 

Mr. Fioop. That is right. 

Mr. Appex. My next question to you is this: In view of the matters 
which we just reviewed, would it be fair to characterize the business 
relationship of NYK with Grace, APL and PFE as one of distinct 
friendliness and cooperation in rate and other matters? 

Mr. Fioop. I think so. 

Mr. Arpex. These lines, Grace, APL and PFE are subsidized by 
the U.S. Government, are they not ? 

Mr. Fioop. Yes, sir. 

Mr. Apre. Mr. Chairman, I have no further questions, but I would 
like to introduce some additional documents for the record, in view of . 
the lateness of the hour. These documents to which these gentlemen 
have access for inspection purposes, were furnished by the San Fran- 
cisco branch of NYK. 

Mr. Rogers. We will receive those documents. 

(The documents referred to appear at pp. 770-802. ) 
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Mr. Arrex. I would like to introduce, Mr. Chairman, in addition, 
all of the documents previously referred to in the testimony and inter- 
rogation. 

r. Rogers. They will be received. 

(The documents referred to appear at pp. 708-769.) 

Mr. Peet, you have some questions ? 

Mr. Peet. Just a few questions, Mr. Chairman. 

Mr. Kannauchi, isn’t it fact that the Japanese merchant marine is 
even more important to the economy of Japan than the American mer- 
chant marine is to the American economy, in that the Japanese mer- 
chant marine is responsible for making up substantial adverse trade 
balances in the Japanese economy ? 

Mr. Kannavcut. Yes. I think the role played by the Japanese 
merchant marine in connection with all kinds of industry in Japan is 
much greater than that in the United States. 

Mr. Peer. Under these circumstances, it is certainly fair to say that 
the Japanese Government is vitally interested in the legal environment 
in which the Japanese merchant marine is forced to live in other coun- 
tries in which it operates. Mr. Kawamura, will you reply to that? 

Mr. Kawamura, Yes. As Mr. Kannaushi previously testified, the 
Japanese Government is vitally interested in this proceeding as well 
as all the other legal proceedings going on in this country. 

Mr. Peer. And it has been indicated in the course of the testimony 
before this subcommittee that certain practices outlawed by the 
Shipping Act in the United States are permitted in Japan, and that 
these practices were authorized by legislation of the Japanese Diet 
I believe in January 1959. 

Mr. Kawamura. Not only is it permitted it is emphatically en- 


couraged by the Japanese Government. ; 
Mr. Peer. And you have indicated, in the course of your testimony, 
that the Je — Government is oe alarmed at the prospect 


of increased regulation by the Federal Maritime Board, and at the 
activities of the Department of Justice, which look to a tightening up 
of the laws and regulations governing the foreign commerce of the 
United States. 

Now your answer to that question is yes? 

Mr. Kawamura. Yes. 

Mr. Peer. So far as you know, has any position been formulated 
by the Japanese Government, or has sentiment crystalized, as to the 
extent to which the Japanese Government will permit the foreign 
commerce of Japan to submit to more stringent U.S. shipping 
activities ? 

Mr. Kawamura. Mr. Peet, I am not too familiar with recent de- 
velopments in Japan, so I do not believe I am qualified to answer that 
question. 

Mr. Peer. Mr. Yamaoka, do you have any comment to add to 
that? 

Mr. Yamaoka. I can only add that, of course, the Japanese — 
ping interests as well as the Japanese Government are extremely 
interested, but I should think they would greatly hesitate taking any 
course of action in respect of any domestic activity or legislation in 
this country under American laws. 

However, they are very anxious to see the unsettled condition in 
the shipping industry stabilized so that the industry can subsist under 
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normal conditions. I think that is their main interest at the present 
time. 

Mr. Peer. Thank you. That is all the questions I have. 

Mr. Rogers. The Chair will instruct counsel to refer to the Federal 
Maritime Board and the Department of Justice all documents and 
testimony recorded here this afternoon with respect to the various 
possible violations of the Shipping Act and other U.S. law. 

The committee will now recess until next Wednesday, March 15, 
at 10 a.m., at which time the witnesses will be: Hon. Joseph Camp- 
bell, Comptroller General of the United States; James A. Dennean, 
chairman, Far East Conference; C. R. Andrews, chairman, Trans- 
atlantic Associated Freight Conferences; and A. J. Pasch, chairman, 
Associated Latin American Conferences. 

We appreciate your testimony and your having stayed with us so 
that we could get this testimony for the record, and your helping us 
in this investigation. 

Mr. Yamaoka. May I make just one more comment, and that is 
this: I think under these circumstances the Japanese Government 
might welcome a discussion on a government-to-government level. 
That might be one way of entering into a practical solution of these 
problems. 

Mr. Rocrrs. Thank you. 

The committee stands adjourned. 

(Whereupon, at 5:30 p.m., the committee adjourned, to reconvene 
Wednesday, March 15, 1961, at 10 a.m.) 

(The documents previously referred to follow :) 
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(The documents referred to at p. 658 follow:) 


HILL, BETTS, YAMAOKA, FREEHILL & LONGCOPE 
(HILL, BETTS & NASH) 
26 BROADWAY 
NEW YORK 4, N. Y. 


BOWLING GREEN @-2/00 CAQLE: MULLOETTS WASHINGTON OFFICE 


PENNSYLVANIA BUILDING 
WASHINGTON 4,0 ¢ 


April 6,1961 WiLL, SETS, Uesen © vanAonA 


319 SAM SHIN BULOING 
TORYO, JAPAN 
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Honorable Emanuel Celler, Chairman 
House of Representatives 

Antitrust Subcommittee 

Washington, D.C. 


Dear Mr.Celler: 


During the testimony given by the NYK Line rep- 
resentatives, before your Committee in Washington, D.C., 
last month, George Yamaoka,Esq. of our firm offered for 
the record copies of the protests of eleven foreign 
nations filed with the State Department in both the Grand 
Jury Investigation of the Shipping Industry and in the 
Federal Maritime Board Section 2] Order Appeals pres- 
ently pending in the Court of Appeals of the District of 
Columbia. 


Mr. Yamaoka also offered for the record the copies 
of orders or instructions issued by the British Italian 
and Japanese Governments instructing their respective 
flag lines not to comply with the FMB Section 21 Orders 
outside of the United States. 


We now, therefore, beg to submit herewith the fore- 
going, except a copy of order issued oy the Italian Gov- 
ernment instructing its respective flag lines not to comply 
with the FMB Section 21 Orders outside of the United States 
which we will submit to you as soon as we receive the same 
from the Italian Embassy. 


Very truly yours, 


HILL, BETTS, YAMAOKA, 
FREEHILL & MONGCOPE. 


By . 
SR jurase, 
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--UNOFFICIAL TRANSLATION -- 


Overseas No. 5002 
February 25, 1961 


PRESIDENT OF SHIN NIHON STEAMSHIP CO, 
MINISTER OF TRANSPORTATION (Seal) 


FEDERAL MARITIME BOARD ORDER 
DATED APRIL 16, 1960 


Concerning the above, your company is requested 
not to submit account books, documents and other papers 
that your company keeps in Japanese territory to the 
Federal Maritime Board on the following grounds: 


The order issued by the Federal Maritime Board 
dated April 11, 1960, requests the shipping companies 
concerned to submit reports on various items and copies 
of contracts. In our country, it applies to the 1l 
companies that are engaging in regular services to ports 
of call in the United States. It is stated that the said 
order by the Federal Maritime Board conforms to Section 21 
of the Shipping Act, 1916. However, it is unilateral 
exercise of the United States sovereignty within the juris- 
diction of Japan to demand compulsory submission of docu- 
ments from Japanese territory without the consent of the 
government of Japan, apparently not in conformity with 
international law, and compliance with the said order of 
the Federal Maritime Board would result in defacto recog- 
nition of the situation that places our overseas regular 
services under the unilateral control of domestic laws of 
the nations whose ports are called at by our vessels, there- 
by not only interfering with our administration of maritime 
transportation but also possibly exerting serious harmful 
influence on our external trade. At present, the validity 
of the said order is being contested in the United States 
Courts, and as this problem includes, as stated above, 
questions of international law and matters of national 
policies on maritime transportation, this matter should be 
settled diplomatically between the United States Government 
and our country. 
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AIDE MEMOIRE 


In their Aide Memoire of the 20th of December, 
1960, Her Majesty's Empassy informed the Department of State 


of letters issued by the Minister of Transport on the 29th 


of December to the British shipping companies named in the 


Federal Maritime Board Order of the 13th of April, 1960. 
A copy of the Minister of Transport's letter is attached. 
The hearing of the appeals against the Federal 
Maritime Board Crder is to commence on Monday, the 16th of 
January, i361, in the Court of Appeals for the District of 
Columbia. Her Majesty's Embassy would therefore be grateful 
if the Department of State would arrange for a copy of the 
Minister's letter to be made available to the Court in time 


for the hearing. 


BRITISH EMBASSY, 
WASHINGTON, D.C, 


January 11, 1961. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


FR M THE MINISTER © TRAYSPO kT AND CIVIL AVIATION 
BERKELEY SQU:.RE H UE, 
W.l. 
Necember 29, 1960. 
Gentlemen, 
The attention of Her Majesty's Government has been drawn to the Order 
issued on the llth April 19&, by the United States Federal Maritime Soard 
by which every common carrier by w ter subject to the 'nited States Shirping 
Act 1916, is required tc file with the Board - 

‘a) a list identifying every contract, agreement or understanting 
involving the water-borne commerce of the United States entered into 
by sucn a carrier with any other common carrier by water or with any 
freight forwarder, terminal operator, stevedore or ship's arent which 
was in effect on January lst, 196C, and which related or pertained to 
a number of matters which are specified in the Order, and 
a copy of every contract, agreement or understanding identified on 
this list which has not been filed with the Board or, if any such 
contract, agreement or understanding is oral, a memorandim setting 
forth in sufficient detail a true and complete recor? of the contract, 
agreement or understanding. 

2. The matters specified in the Order cover a wide range of your activities, 
including activities wholly carried on outside the 'nited States, and Her 
Majesty's Government consider that com liance with the Order in its present 
wide terms would be contrary to the rublic interest of the United Kingdor. Her 
Majesty's Government have, therefore, entered into discussions with the 7ederal 
Maritime Board with a view to clarifying ini limiting the operation of the Order. 
3. In these circumstances, Her Majesty's Government require you not to file wt 
the Roard, in cursuance of the Crder, any documents outsi‘e the "nitei states or 
any particulars cf oral transactions, being iocuments or particulars which you 
would not have file: apart from the (rier, or to include any sich documents °F 
particulars in any list filed in purswance of the Order. 

Yours faithfully, 


(Signed) SRNEST MAKPLES 


= 
Minke®er of Transport 
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No. 15,757 


* ~ * * + a 
Protest of the Government of India 


Pursuant to permission granted in open court at the 
hearing on petitioner’s application for a stay in this pro- 
ceeding, attached hereto is the protest of the Government 
of India for filing. 


Dunn & ZucKERMAN 


By /s/ Morton ZuckERMAN 
Morton Zuckerman 
1475 Broadway 
New York 36, New York 


/s/ Morton Lirtin 
Morton Liftin 
826 Pennsylvania Building 
Washington 4, D. C. 
Appearing Specially as At- 
torneys for Petitioner 


* * * * * * * * 


Filed June 30, 1960 


The Embassy of India presents its compliments to the 
Department of State and has the honour to refer to two 
orders under Section 21 of the Shipping Act of 1916 issued 
by the Federal Maritime Board to the Scindia Steam Navi- 
gation Company Limited on March 29 and April 13, 1960 
respectively requiring the Company (a) to file informa- 
tion together with reports, memoranda, notes, etc. includ- 
ing material located abroad relating to the carriage of ore 
from Caleutta to United States ports north of Cape Hat- 
teras and (b) to file a list of contracts, agreements, un- 
derstandings involving the water-borne commerce of the 
United States reached with any other common carrier or 
other parties which was in effect as of January 1, 1960. 
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The Embassy of India has the honour to state that the 
Scindia Steam Navigation Company have no office within 
the United States, but are represented by the U. S. Naviga- 
tion Company Inc., a general steamship agent. It has 
been informed by the Company that they have not carried 
ore from Caleutta to such United States ports. It is, thére- 
fore, difficult to understand the purpose of or justification 
for the issuance of this order to the Scindia Steam Naviga- 
tion Company Limited. The Embassy suggests that it will 
be wholly inappropriate for the Company to file or to pro- 
duce information or material located within the territorial 
jurisdiction of India. 

The second order which requires the filing of lists of 
all contracts, agreements, understandings, etc. which even 
remotely involve the ‘‘water-borne commerce of the United 
States’’ is so wide in its scope that it may result in the 
necessity of revealing such negotiations as are well out- 
side the limits of United States jurisdiction. 

It is felt that the orders of the Federal Maritime Board 
issued to the Scindia Steam Navigation Company Limited 
trespass upon the territorial jurisdiction of the Govern- 
ment of India. It is, therefore, requested that the orders 
under Section 21 issued to the Scindia Steam Navigation 
Company Limited be withdrawn and that pending con- 
sideration of this, the terminal dates of May 27 and July 
13 set by the Federal Maritime Board for the filing of 
the information sought may be extended. 

The Embassy of India avails itself of this opportunity 
to renew to the Department of State the assurances of its 
highest consideration. 


No. Com. 102(1)/60 


May 6, 1960 
Vaisakhn 16, 1882 (Saka) 
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Foreign Government Protests 
Italy 
(Filed in Cases Nos. 15,824 and 15,825) 


The Embassy of Italy presents his compliments to his 
Excellency, the Secretary of State, and has the honor to 
invite the Department’s attention to the following matter. 

The Federal Maritime Board, pursuant to Section 21 
of the Shipping Act of 1916, issued on February 26, 1960 
an order requiring Italia-Societa Per Asioni De Navi- 
gazione—Genoa to file certain memoranda, records and 
statements. Another order was served, at the same time 
on W.I.N.A.C. (West Coast of Italy, Sicilian & Adriatic 
Ports/North Atlantic Range Conference), an Italian domi- 
ciled voluntary association of steamship lines. Subse- 
quently, on April 11, 1960, the Board issued additional or- 
ders to Linea Fassio, Giacomo Costa fu Andrea, Italia, 
Navigazione Alta Italia and Societa’ Italiana di Arma- 
mouto Sidarma, all Italian Shipping Companies, requir- 
ing them to file contracts, agreements, and understandings 
involving the water-borne commerce of the United States. 

In respect thereto, the Italian Embassy wishes to make 
the following remarks: 


— | -_ ' — we ' lw 


1. The foregoing orders were issued without prior con- 
sultation with the Italian Government, which con- 
sultation, as already expressed in the Embassy’s 
Note Verbale of March 4, 1960 referable to the 
investigation by the United States of international 
shipping, is deemed proper and desirable in the 
spirit of the pertinent provisions of the existing 
Treaty of Friendship, Commerce and Navigation 
between Italy and the United States. 


. With respect to the orders of February 26, 1960 
covering West Coast of Italy to the United States/ 
North Atlantic Trade, the Italian Government be- 
lieves that the matters which the Board is seeking 
to investigate fall within the jurisdiction of Italy 
to the extent that such matters concern Italian en- 
tities whose agreements and transactions are con- 
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sistent with the laws of Italy, and are consummated 
on Italian soil. It appears to the Italian Govern- 
ment from the standpoint of international law and 
custom, that the regulatory powers of the Federal 
Maritime Board should not be exerted on matters 
involving said Italian entities, which are subject to 
the territorial and personal jurisdiction of Italy, 
without any showing of adverse effects upon the 
interest of the U. S. as protected by the Shipping 
Act. 


. In regard to the orders issued by the Federal Mari- 
time Board on April 11, 1960, the Italian Govern- 
ment holds that such orders exceed the jurisdic- 
tion of the United States, inasmuch as the demand 
therein for production of contracts, agreements, and 
understandings does not confine itself to the water- 
borne commerce of the United States, but, on the 
contrary, applies to the carriage of passengers and 
cargo by Italian companies all over the world. Fur- 
ther, the Federal Maritime Board cannot legiti- 
mately require the production of documents located 
outside the territorial limits of the United States 
without a showing of materiality upon the water- 
borne commerce of the United States within the 
scope of the Shipping Act. 


The Italian Government, which has always favored a 
policy of non-interference with the shipping interests of 
other countries, urges the Government of the United States, 
with a view to avoiding harmful effects on the Italian 
shipping industry and to preventing conflicts of jurisdic- 
tion, to consider the prompt withdrawal of the orders in 
question and to apprise the United States Court of Appeals 
for the District of Columbia Circuit, where relief is pres- 
ently being sought by the Italian companies, of the request 
herein. 

[szaL] 
Washington, June 21, 1960. 
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Germany 
(Filed in Case No. 15,824) 
AIDE MEMOTRE 


By note of March 7, 1960, the Embassy of the Federal 
Republic of Germany drew the attention of the Department 
of State to the concern of its Government over the sub- 
poenas which several German shipping companies had been 
served in the course of the ‘‘Investigation of the Shipping 
Industry’’ conducted by the Department of Justice. 

On June 15, 1960, this Embassy made oral representa- 
tions to the Department of State with reference to the ‘‘Sec- 
tion 21 Order’’ of the Federal Maritime Board issued on 
April 11, 1960, and served two days later. 11 addresses 
were German shipping lines. 

The procedures against which the objections of this 
Embassy were directed are based on an interpretation 
broader than in the past, of US Government agencies’ juris- 
diction on the commercial activity of international shipping 
engaged in the carriage of US foreign commerce. The prin- 
cipal law concerned is the Shipping Act 1916. There was 
no reason to object as long as its enforcement did not lead 
to conflicts with the conception on supervision of interna- 
tional shipping as it prevails in practically all other coun- 
tries with a sizeable share in world shipping. 

Unfortunately, the US Government, although its new 






































a | approach to this segment of maritime policy was likely to 
of | provoke unfavorable reactions in its shipping relations 
2s, | abroad, has not availed itself of the opportunity for con- 
an | sultation with interested foreign governments in the aim 
ic- | to avoid such conflicts. The question why no consultation 
in | took place in advance, was raised on March 11, 1960, at 
als | a meeting of the Department of State with representatives 
es- | Of the Washington Embassies which had protested against 
est | the subpoenas. In reply, it was explained that no consul- 
tation had been possible due to a lack of time. 
| Thus, this and other Embassies have been compelled to 


express their concern when US agencies had already taken 
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their measures. As either these are of judicial or quasi- 
judicial nature or an individual affected by them has to 
resort to courts for protection, it so happened that the 
answer was left to the agencies in question or to the courts. 
Understandably, they dealt with the protests solely under 
the views of their jurisdiction which do not include the 
responsibility for foreign relations and the regard for the 
nature and structure of international shipping. Those as- 
pects, however, had been the fundamental reasons for ob- 
jecting to the procedures. So far, they did not find any 
attention by US authorities competent in this field. 

The German Government, in maintaining its objections 
based on legal, political and economic reasons and out- 
lined at former occasions would like to remark that also 
practical difficulties will be incurred because nature and 
structure of international shipping have not been considered 
e.g. before issuance of the ‘‘Section 21 Order’’. This may 
be illustrated by one example. In his letter to the Secre- 
tary of State of August 16, 1960, copy of which the De- 
partment of State sent to this Embassy in reply to its 
representations, the Chairman of the Federal Maritime 
Board emphasized that the Order calls for production only 
of such information as ‘‘involves the export and import of 
this country’’. The documents are meant to include beside 
others certain agreements of steamship companies with 
foreign forwarders, terminal operators or ship’s agents 
in effect as of January 1, 1960. Now, many companies hold 
general contracts with such firms in their own countries and 
abroad for their trade not only to the US but also to other 
destinations. It could not be visualized that a US Gov- 
ernment agency would seriously claim jurisdiction with 
respect to those over-all-contracts and that it would be the 
duty of the shipowner to submit them in the US for seru- 
tiny and approval. If, on the other hand, it would be ruled 
that separate agreements should be set up to cover only the 
trade to the US, those documents would not necessarily 
reflect a complete picture of the local relations as they 
exist at that foreign place. 
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Whilst several proceedings are pending the US Congress 
will soon begin to prepare an amendment to the Shipping 
Act 1916. Records of Congressional investigations dis- 
close that, so far, only sporadic information is available 
to the US legislature on the facts of the policy adopted 
by other important maritime nations with respect to the 
position of international shipping agreements, and on the 
underlying philosophy. It might be useful to suggest that 
this information be completed through appropriate chan- 
nels, »-The German Government would be prepared to offer 
its cooperation. 

In ecanelusion, it would be appreciated if copies of this 
memorandum could be sent to the US Government agencies 
concerned with the investigations of the shipping industry 
and to the courts before which proceedings related hereto 
are pending. 


Washington, D. C., November 3, 1960 


Great Britain 
(Filed in Case No. 15,824) 
AIDE MEMOIRE 


Her Majesty’s Embassy have been instructed to draw 
attention to the Order issued by the Federal Maritime 
Board on April 13 which calls for the production of a wide 
range of documents by July 15 by every common carrier 
by water subject to the Shipping Act of 1916. It demands 
the production of ‘‘contracts and agreements and under- 
standings involving the waterborne commerce of the United 
States’’ relating to a list of matters which covers virtually 
everything pertaining to the transport of passengers and 
goods by sea and includes a whole range of operations in 
ports all over the world. 


2. Her Majesty’s Embassy wish to remind the Depart- 
ment of State of the Aide Memoire of March 4, 1960, in 
which the view was stressed that, because of the essen- 
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tially international character of the shipping industry and 
of its operations, the intervention by any one government 
was liable seriously to affect the interests of other govern- 
ments. That Aide Memoire also expressed regret that 
the United States Government had not consulted with Her 
Majesty’s Government before intervening in the activities 
of an industry which plays a vital part in the economy of 
the United Kingdom. It is, therefore, a matter of serious 
concern to Her Majesty’s Government that, despite the 
views thus expressed, a new and far-reaching investigation 
into the British shipping industry should have been 
launched by an agency of the United States Government. 
Her Majesty’s Government are particularly concerned that 
this step should have been taken without prior consultation 
with them. 


3. Moreover, the Order appears to cover all ‘‘contracts, 
agreements and understandings’’ made in the normal course 
of their business by British companies or on their behalf 
by their agents both inside and outside the United States, 
including those which have been made and wholly executed 
outside the territorial limits of the United States. Her 
Majesty’s Government consider such acts of United King- 
dom companies performed outside the United States to be 
beyond the legitimate limits of United States jurisdiction. 


4. The Order would affect over thirty British companies 
which have readily complied with the past requirements of 
the Federal Maritime Board and Her Majesty’s Govern- 
ment are confident that the companies will continue to co- 
operate with reasonable requests of the Federal Maritime 
Board concerning all matters which are properly within 
the jurisdiction of the United States. Compliance with the 
present Order, even if practicable, would impose on the 
British companies a most unreasonable burden of labour 
and expense and interfere seriously with the conduct of 
their business. Moreover, the Order seems to involve a 
‘*fishing expedition’’ into the affairs of the companies and 
for this reason it would not seem to be in accordance with 
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the spirit of justice as normally administered in the United 
States and the United Kingdom and, if persisted in, it could 
not fail to be damaging to mutual trading relations. 


5. The assumption by other countries of the wide juris- 
diction which the United States appear to claim would not 
only give rise to conflicts of jurisdiction but would frus- 
trate the free operation of the international shipping in- | 
dustry including that of the United States. 


6. Her Majesty’s Embassy are therefore instructed to 
request that the Order should be withdrawn insofar as it 
applies to British companies. 


British Emsassy, 
Wasurnerton, D. C., 
JuNE 7, 1960. 


Denmark 
(Filed in Case No. 15,824) 
Reference No. 60. E. 2. 
AIDE MEMOIRE 


The Embassy of Denmark has been instructed to make 
known to the Department of State the following views of 
the Danish Government concerning the order issued by 
the Federal Maritime Board on April 11, 1960, under the 
authority of section 21 of the Shipping Act, requesting 
every common carrier by water subject to said Act to file 
with the Federal Maritime Board, on or before July 15, 
1960, a wide range of documents: 


1. The attention of the Department of State is called 
to the Embassy’s note of February 26, 1960, setting forth 
the views of the Danish Government relative to the Grand 
Jury investigation of the shipping industry instituted by 
the United States Department of Justice in the District of 
Columbia. In the opinion of the Danish Government, the 
arguments set forth in that note apply with equal strength 
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to the proceedings now instituted by an agency of the 
United States Government under the aforesaid order. 


2. The information requested by the order of the Fed- 
eral Maritime Board is not limited to matters taking place 
in the United States, and the inquiry, therefore, appears 
to go beyond the limits of the United States jurisdiction 
under the general principles of international law. The 
Danish Government considers it incompatible with the sov- 
ereign rights of Denmark that Danish carriers be requested 
to produce documents located outside the United States. 


3. The Danish Government holds the view that serious 
consequences to international shipping, and indeed to in- 
ternational trade as a whole, would result from the as- 
sumption by other countries of a jurisdiction of as wide a 
scope as that which the United States appear to claim. 


4. An investigation as far-reaching as that instituted by 
the order of the Federal Maritime Board imposes an un- 


reasonable burden of labor and expense on the Danish ship- 
ping companies concerned. The Danish Government re- 
grets that an investigation of an industry of international 
character like the shipping industry has been instituted 
without previous consultations between our two Govern- 
ments. 


5. In view of the above, it is the hope of the Danish 
Government that the order of the Federal Maritime Board 
will be reviewed in as far as it applies to Danish companies. 
The purpose of such a review, which will make necessary 
a postponement of the time limit of July 15, 1960, for the 
production of the documents by the companies concerned, 
is to obtain a clarification of the scope of the order. It is 
the hope of the Danish Government that, in any event, the 
request to produce contracts, agreements, and understand- 
ings made and executed wholly outside the United States 
will be withdrawn. 


Washington, D. C., 
June 22, 1960 
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Sweden 
(Filed in Case No. 15,824) 
AIDE MEMOIRE 


By note of February 29, 1960, the Swedish Embassy 
brought to the attention of the Department of State the 
investigation of the shipping industry, which was initiated 
by the Department of Justice in November 1959. <A: sub- 
poena duces tecum was served on a Swedish shipping com- 
pany to produce a great variety of documents relating to 
the company’s activities inside as well as outside the United 
States. The Embassy informed the Department of State 
of the concern*with which the Swedish Government re- 
garded the action taken by the Department of Justice. An 
unreasonable burden of labour and expense would be placed 
upon the company because of the wide scope of the investi- 
gation. It would involve an extensive documentation from 
outside the United States containing a great wealth of 
commercial information, which would hardly seem to be 
relevant to the United States authorities. 

On April 13 the Federal Maritime Board issued an Or- 
der, in which every common carrier by water, subject to 
the Shipping Act of 1916, was called upon to produce by 
July 15, 1960, all ‘‘contracts, agreements and understand- 
ings’’. Several Swedish shipping lines have received this 
Order from the Federal Maritime Board. 

In view thereof the Swedish Embassy wishes to restate 
its position as expressed in its note of February 29 and 
further stress its concern over this new unfortunate inter- 
ference in the activities of the international shipping in- 
dustry. The Order issued by the Federal Maritime Board 
would definitely not seem to serve the interests of harmoni- 
ous international trade. 

The Order of the Federal Maritime Board is based on the 
United States Shipping Act of 1916, Section 21. The 
Swedish Embassy finds it necessary to point out that 
Swedish companies are not subject to United States law 
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as far as their trade outside the United States is concerned. 

It is the sincere hope of the Swedish Embassy that it will 
be found possible to modify the Order of the Federal Mari- 
time Board by substantially limiting the amount of ma- 
terial required in order to keep the detrimental results on 
the normal activities of Swedish shipping companies to a 
minimum and in order to ease the burden which this new 
investigation imposes upon them. 

In addition an extension of the time limit set by the 
Board within which the documents are to be produced would 
facilitate the task of the Swedish companies involved in 
complying with such requests of the Board which are felt 
to be reasonable and which are within the jurisdiction of 
the United States. The Swedish Government is of the 
opinion that consultations between the shipping companies 
and the appropriate United States and Swedish authorities 
would facilitate reaching an agreement as’ regards the ma- 
terial required. 

Should similar far-reaching investigations by United 
States Government Agencies, beyond the jurisdiction of the 
United States, be contemplated in the future it is the hope 
of the Swedish Embassy that advance consultations could 
be arranged with the United States Government in order 
to limit the harmful effects on the trade relations between 
the two countries in which shipping plays such an impor- 
tant part. 


Washington, D. C., June 21, 1960 


Norway 
(Filed in Cases 15,824, 15,870 & 15,952) 
AIDE MEMOTIRE 


The Embassy of Norway has been instructed to draw 
attention to the Order issued on April 13, 1960 by the Fed- 
eral Maritime Board which calls for the productiog.of a 
wide range of documents by July 15 by every common 
carrier by water, subject to the Shipping Act of 1916. 
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By note of February 8, 1960, the Norwegian Embassy 
brought to the attention of the Department of State the 
investigation which was initiated by the Department of 
Justice when subpoenas duces tecum were served on a 
large number of firms representing Norwegian shipping 
companies in the United States. The arguments set forth 
in the said note apply also to the proceedings now insti- 
tuted by the Federal Maritime Board. 

The Norwegian Embassy wishes to stress its concern 
over this new unfortunate interference in the activities of 
the Norwegian shipping industry, which plays such a vital 
part in the economy of Norway. Furthermore, the Order 
now issued by the Federal Maritime Board seems not to 
serve the interests of harmonious international trade. 

The request for production of contracts, agreements and 
understandings includes those which have been made and 
executed outside the territorial limits of the United States 
and thus appears to be beyond the United States’ jurisdic- 
tion under the general principles of international law. 

Furthermore, the Order by the Federal Maritime Board 
requests a wide range of information which would impose 
on the Norwegian companies a most unreasonable burden 
of labour and expense and seriously interfere with the con- 
duct of their business. 

The Norwegian Government also fears that this new wide 
investigation instituted by the Federal Maritime Board 
could inspire other nations to take similar actions, which 
again would lead to an exposure of individual business 
practices. Such a development would be highly detrimen- 
tal to all shipping-nations—including the United States. 

It is the sincere hope of the Norwegian Embassy that the 
Order by the Federal Maritime Board be modified by sub- 
stantially limiting the material requested from Norwegian 
shipping companies. 

Washington, D. C., June 23, 1960 
No. 161. 
RH/IJF 
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Japan 
(Filed in Cases Nos. 15,824, 15,870 & 15,952) 


The Ambassador of Japan presents his compliments to 
the Honorable the Secretary of State and under instruc- 
tions from his Government wishes to draw attention to 
the Order issued by the Federal Maritime Board on April 
11, 1960 under authority of Section 21 of the Shipping Act 
of 1916 and served upon eleven Japanese shipping com- 
panies on April 13, 1960 which purports to require produc- 
tion of a wide range of documents relating to their activi- 
ties both within and without the United States, and to 
state the views of the Government of Japan with respect 
thereto as follows: 

(1) The Government of Japan wishes to remind the De- 
partment of State of the Memorandum of March 7, 1960, in 
which it was stated that the subpoenas duces tecum issued 
in connection with the Grand Jury investigation of the 
shipping industry initiated by the United States Depart- 
ment of Justice purporting to require Japanese shipping 
companies to produce documents located in Japan are not 
in conformity with established principles of international 
law and that the authority of the said subpoenas does not 
extend to any documents which might be found within the 
territorial jurisdiction of Japan. The Government of Japan 
now reasserts its view stated therein in connection with 
the proceedings instituted by the Federal Maritime Board 
under the aforesaid Order. 

(2) The Government of Japan regrets that, notwithstand- 
ing the views thus expressed, another comprehensive in- 
vestigation into the Japanese shipping industry should 
have been initiated by a regulatory agency of the United 
States Government. While the Government of Japan con- 
siders that the Japanese shipping companies involved will 
continue to cooperate with reasonable requests of the Fed- 
eral Maritime Board which are deemed to be properly 
within the jurisdiction of the United States, it is felt that 
the instant Order, apparently involving a claim of jurisdic- 
tion over and beyond and such limitation, may give rise 
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to conflicts of jurisdiction and maritime policies which 
would frustrate the international community of interest in 
the smooth operation of the shipping industry throughout 
the world including that of the United States. 

(3) Moreover, the aforesaid Order appears so broad and 
sweeping in its terms as to constitute unreasonable searches 
and seizures devolving a great detriment, inconvenience 
and loss to the respondent Japanese shipping companies. 

(4) Therefore, the Government of Japan requests that 
the instant Order should be rescinded in accordance with 
the view set forth herein and that the United States Cireuit 
Court of Appeals for the District of Columbia be apprised 
of the contents hereof. 


Embassy of Japan, 
Washington, August 23, 1960. 





Holland 
(Filed in Case No. 15,824) 


The Netherlands Ambassador presents his compliments 
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al to the Honorable the Secretary of State and wishes to 
ot draw Mr. Herter’s attention to the Order of the Federal 
he Maritime Board dated April 11, 1960, which requires every 


common e¢arrier by water, subject to the Shipping Act of 
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ith 1916, to file with the Federal Maritime Board ‘‘contracts, 
rd agreements or understandings involving the water borne 


commerce of the United States’’ and documentation cover- 
ing practically everything pertaining to its activities in 


jn- | international transport by sea. 

uld In his Note of March 7, 1960, the Netherlands Ambassa- 
ted | dor already expressed the grave concern of the Netherlands 
on- | Government about a similar action by a Grand Jury of 


the United States District Court for the District of Co- 
lumbia. The State Department replies of March 25 and 
July 6, 1960 did not remove this concern. 

For the same reasons as those contained in the Ambas- 
sador’s note of March 7, the Netherlands Government is 
greatly concerned about the above mentioned Order of the 


688 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


115 


Federal Maritime Board. Again it appears that proceed- 
ings are being instituted against Netherlands companies 
in connection with activities essentially falling within the 
jurisdiction of their home country and that production is 
being required of documents concerning those activities. 
The Netherlands Government would be unable to accept 
jurisdiction of a United States Court or agency in this mat- 
ter and reserves its right to hold its own laws applicable. 

Moreover, the production of the documents would entail 
a great deal of time, expense, and inconvenience. In the 
opinion of the Netherlands Government it does not seem 
to be appropriate to burden foreign companies to this ex- 
tent. 

If all countries would take similar unilateral actions a 
situation would be created whereby the mechanism of in- 
ternational shipping would be seriously disturbed, with 
decreasing efficiency and increasing transportation costs as 
inevitable consequences. This would be especially disad- 
vantageous to countries like the Netherlands who are in 
such a large degree dependent upon the revenues of inter- 
national shipping. 

In view of the heavy burden imposed by the Order on 
Netherlands companies and the serious economic and legal 
problems raised by the extent of its application, the Nether- 
lands Government requests the United States Government 
to consider withdrawal of the said Order as it affects 
Netherlands shipping companies. 

The Netherlands Government understands that the for- 
eign steamship companies involved are presently seeking 
relief with the United States Court of Appeals for the 
District of Columbia Circuit. In case the United States 
Government would be unable to withdraw the Order at 
the present stage, the Netherlands Government would be 
grateful if its views, as expressed in this Note and in the 
Embassy’s Note of March 7, 1960, could be transmitted to 
said Court as evidence of that Government’s serious con- 
cern over the effects of the Federal Maritime Board Order. 


Washington, D. C. 
November 1, 1960 
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MEMORANDUM, 


The Federal Maritime Board recently requested, 
with reference to Section 21 of the U. S. Shipping Act of 
1916, that certain shipping lines in Finland furnish the 
Board, before July 15,1960, with detailed information &s to 
their traffic between Finland and U.S. ports. 


These shipping lines have, after studying 
this request, come to the conclusion that they would greatly 
appreciate that the competent U.S. Authorities kindly re- 
consider the decision to ask for this information. In this 
connection they beg to refer to the resolution adopted in 
this regard at the I.C.S. meeting in London on May 13, 1960. 


If this reconsideration, however, would main- 
tain the necessity of the request, it would be highly de- 
sirable that a prolongation of at least six months' time 
be granted for the presentation of this material from Finland. 
The Finnish shipping lines consider insurmountable the 
difficulties to deliver it by the deadline of July 15. The 
compilation of the material requires of them an unusual and 
difficult effort as they do not normally gather this kind 
of statistics and other data nor do they have in the normal 
course of their activities the personnel to do so. 


Washington, D.C., June 3, 1960. 
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YUGOSLAVIA. 


The Charge d'Affaires ad interim of the Embassy 
of the Federal People's Republic of Yugoslavia presents his 
compliments to the Secretary of State and has the honor to 
refer to the order under Section 21 of the Shipping Act of 
1916 issued by the Federal Maritime Board to the Yugoslav 
Shipping Enterprises--Jugoslovenska Linijska Plovidba and 
Splosna Plovidba--on April 11,1960 requesting them to file 
with it on or before July 15, 1960, the following: 


1. A list identifying every contract, agree- 
ment or understanding, involving the waterborne commerce 
of the United States, which it has entered into with any 
other common carrier by water and/or common carriers by 
water, and/or with any freight forwarder, terminal operator, 
stevedore or ship's agent which was in effect as of January 
1, 1960, which relates or pertains to: 


(a) the fixing or regulating of rates, 
fares, charges or practices for the load- 
ing, unloading, handling, transporting, 
storing: or delivering of property or 
péssengers; 


(bo) the giving or receiving of special 
rates, fares, accommodations, or other spe- 
cial privileges or advantages; 


(c) the controlling, regulating, pre- 
venting or destroying of competition; 


(ad) the pooling or apportioning of 
earnings, losses or traffic or the joint 
use of equipment or facilities; 


(e) the allotting of ports or the re- 
stricting or otherwise regulating of the 
number and character of sailings between 
ports; 


(f) the limiting of, or regulating of, 
in any way, the volume or character of freight 
or 


(g) the providing for, in any manner, 
of an exclusive preferential, or cooperative 
working arrangement. 
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2. A copy of every contract, agreement or under- 
standing identified on said list, which has not been filed for 
approval under said section 15, and has not been filed with 
the Board in the past year in response to an order issued pur- 
suant to said section 21. If any such contract, agreement or 
understanding is oral, it shall be set forth in a memorandum 
in sufficient detail to represent a true and complete record 
of the contract, agreement or understanding. 


3. A statement, under oath, by a duly au- 
thorized officer of the carrier, that the record submitted 
in response to items 1] and 2 above are true and complete 
records of all contracts, agreements and understandings of 
the character or nature required to be filed by this Order, 
to which such carrier was a party as of January 1, 1960. 


The Charge d'Affaires ad interim of the Embassy 
of the Federal People's Republic of Yugoslavia has the honor 
to state that the above mentioned shipping enterprises have 
no offices within the United States, but are represented by 
the Crossocean Shipping Company, 17 Battery Place, New York, 
New York, a general shipping agent. Therefore he considers 
the above Order of the Federal Maritime Board wide in scope 
that goes beyond the limits of the United States jurisdiction 
and requests that the order under Section 21 issued to the 
Yugoslav Shipping Enterprises on April 11,1960, be withdrawn. 


The Charge d'Affaires ad interim of the Yugoslav 
Embassy avails himself of this opportunity to renew to the 
Honorable the Secretary of State the assurances of his 
highest considerations. 


Washington,D.C., July 21,1960 
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No. E-15 ' 


The Embassy of Japan presents its compliments to the | 
Department of State and has the honor to invite the Department's 
attention to the note of August 23, 1960, transmitted in connection 
with the orders issued on April 11, 1960, by the Federal Maritime 
Board to eleven Japanese shipping companies, which orders purport 
to call, among other things, for the production of a wide range 
of documents located outside the United States, and to inform the 
Department of the following matter. 

On the basis of the considerations set forth in the note, 
the Minister of Transportation on February 25, 1961, issued orders 
to Japanese shipping companies involved not to comply with the orders 
of the Federal Maritime Board insofar as they relate to the production 
of documents located outside the United States. 

The Embassy of Japan wishes to take this occasion to 
reiterate the views of the Government of Japan predicating the action 
taken. The orders herein involved are issued pursuant to authority 
under Section 21 of the Shipping Act and involve a demand by an 
agency of the United States Government to require the production of 
documents located outside the United States. This action constitutes 
an attempt by the United States Government unilaterally to exercise 


its sovereign power within the jurisdiction of Japan in clear viola- 
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tion of established principles of international law, and would not 
only be detrimental to the execution of maritime policy but also 


effect adversely the foreign commerce of Japan. 


The Embassy of Japan requests that the text of this note 
be transmitted to the Federal Maritime Board and the United States 
Court of Appeals for the District of Columbia Circuit, and be made 


part of the record of the adjudications involving said orders. 


Embassy of Japan, 


Washington, March 3, 1961. 


70300 O—61— pt. 3, vol. 1——-46 
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The Ambassador of Japan presents his compliments to The Honorable the 
Secretary of State and, with reference to the Federal Grand Jury proceedings 
in the United States Court for the District of Columbia serving for the in- 
vestigation of shipping industry by the United States Attorney of the Depart- 
ment of Justice of the United States, has the honor to state the views of the 
Government of Japan in this matter as follows: 

The subpoenas issued by the United States District Court purport to require 
the production of all designated documents in the possession, custody or con- 
trol of the person named in the subpoena wherever those documents may be 
located both in and out of the United States. 

The Government of Japan considers that the subpoenas purporting to re- 
quire the Japanese steamship lines to produce documents located in Japan 
are not in conformity with established principles of international law, because, 
in the absence of agreement, the actual judicial enforcement of one state 
may not extend beyond its borders and interfere with the sovereign jurisdic- 
tion of another state. Accordingly, it is the view of the Government of Japan 
that the authority of the subpoenas duces tecum served on the Japanese com- 
panies does not extend to any documents requested to be produced which 
might be found within the territorial jurisdiction of Japan. 

The Government of Japan respectfully requests that the contents of this 
note be brought to the attention of the competent authorities for appropriate 
action. 

EMBASSY OF JAPAN, 
Washington, March 7, 1960. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 695 


43716 
T-52/R-XVIII 
French 


SEASSY OF FRANCE 
N THE UNITED STATES 
OM/MTC 
No. 116 


Washington, March 17, 1960 


The Embassy of France presents its compliments to the 
partment of State and has the honor to bring to its attention 
he following: 


On December 29, 1959, the Department of Justice of the 
Unitec States Government instituted before the Federal Grand Jury 
of the United States District Court for the District of Columbia 
proceeaings in connection with which subpoenas duces tecum were 
served on numerous foreign shipping companies, including the 
Compagnie Generale Transatlantique, a joint-stock company estab- 
lished under French law. The purpose of the subpoena served on 
the Compagnie Generale Transatlantique is to obtain documents, 
located both in United States territory and outside of it, relat- 
ing to commercial operations between the United States and a number 
of European countries as well as between Mexico and a number of 
European countries. 


The Embassy of France has received instructious to 
inform the Department of State of the French Government's surprise 
at such proceedings. 


Indeed, the French Government considers that the inter- 
national shipping industry can only develop and prosper in the 
greatest possible freedom. It believes, moreover, that affirma- 
tion by any government of its jurisdiction over another government 
in a matter in which the interest of the second government is involved 
for the same reason as that of the first is prejudicial to harmonious 
international relations. 


It therefore protests against proceedings the acceptance 
of which would imply, in violation of international law, recognition 
of the legality of injunctions issued by American courts concerning 
persons or documents located in territory not under the jurisdiction 
of the United States. 


The French Government wishes, moreover, to point out that 
it was not consulted before these proceedings were instituted. 
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Accordingly, it appears to the French Government that 
the subpoena served on the Compagnie Generale Transatlantique and 
any that may be served on other French shipping companies should 
be withdrawn. 


In any event, it reserves the right to enjoin the above- 
mentioned French shipping companies summoned to appear before 
American courts to refuse the discovery of any document in their 
possession outside of United States territory. 


Emphasizing the importance of having the foregoing con- 
siderations brought to the attention of all United States autho- 
rities who are competent in the matter, the Embassy of France avails 
itself ef this occasion to renew to the Department of State the 
assurances: of its very high consideration. 


(Initialed] 
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AMBASCIATA D'ITALIA 
WASHINGTON 
D. C,. 


The Italian Embassy presents its compliments to the 
Department of State and has the honor to invite the Department's 
attention to the following matter: 


On December 29th, 1959 the Department of Justice of the 
Government of the United States instituted proceedings before the 
Grand Jury of the United States District Court for the District of 
Columbia, whereby subpoenas duces tecum were issued to numerous 
foreign steamship companies including, among others, "Italia" 
Societa' per Azioni Di Navigazione and Italnavi, which are Italian 
corporations existing under the laws of Italy. The subpoenas 
issued to the Italian steamship companies purport to require the 
production of an excessive number of documents located in Italy and 
other countries for the purpose of investigating trade between 
Mexico and European countries, a trade in which the Italian steamship 
companies participate. 


The Italian Bmbassy considers these proceedings a matter 
of grave concern and notes that no prior advice regarding their 
institution was ever received. 


The Italian Embassy is bound to object to these proceed- 
ings for the reason that the jurisdiction and judicial process of 
the United States do not properly extend over matters or activities 
of Italian steamship companies involving trade between Italy and 
foreign countries other than the United States. For any government 
to so extend its sovereignty would be incompatible with settled 
principles of international law. Moreover the United States Govern- 
ment ought not demand in such proceedings the production of docu- 
ments physically located outside of the United States. 


The Italian Embassy submits that, with respect to matters 
such as those apparently involved in the instant proceedings, prop- 
er. machinery is set forth in Article XVIII of the Treaty of 
Friendship, commerce and navigation existing between the United 
States and Italy, and both high contracting parties should take 
recourse, in all instances, to the same. 


In view of the extreme seriousness with which it regards 
the action of the Department of Justice of the United States, the 
Italian Embassy trusts that steps will be taken in order that the 
subpoenas issued to the Italian steamship companies will be with- 
drawn. 


If the United States wishes consultations regarding 
issues actually contemplated by the instant proceedings, the 
Italian Government would be willing to meet such request pursuant 
to and in the spirit of Article XVIII of the existing treaty. It 
is however pointed out that the readiness of the Italian Government 
to participate in such consultations is not to be construed as an 
admission that the activities in question of the Italian steamship 
companies are within the jurisdiction of the United States, nor that 
the same have engageu “in pvractices contrary to principles of free 
competition, 


March 4, 1960 
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COPY 


EMBASSY OF THE PHILIPPINES 
WASHINGTON, D. C. 


January 18, 1960 


Excellency: 


I have the honor to inform Your Excellency that a 
Subpoena duces tecum was issued to the Philippine National 
Lines to attend before the Grand Jury of the United States 
District Court for the District of Columbia on January 25, 
1900, at 10:30 o'clock in the morning and to produce certain 
aocuments in connection with an investigation of the shipping 
inaustry. A photostatic copy of the subpoena issued, as well 
as of its attachment enumerating and describing the documents 
to be produced, is enclosed for ready reference. 


In relation to the above, the Secretary of Foreign Affairs 
of the Republic of the Philippines has instructed me to bring 
to the attention of the United States District Court for the 
District of Columbia that the Philippine National Lines is owned 
and operated by the G@Gevernment of the Republic of the Philip- 
pines through its instrumentality, the National Development 
Company, and that the object and purpose of the Government of the 
Republic of the Philippines and the National Development Company 
is to provide the Republic of the Philippines, an island nation, 
with the requisite merchant marine so essential to its national 
defense and economic well-being. 


It would be appreciated if Your Excellency could inform the 
United States District Court for the District of Columbia that the 
Philippine National Lines is owned and operated by the Government 
of the Republic of the Philippines through its instrumentality the 
National Development Company; that the process of the Court which 
is issued to the Philippine National Lines is in fact being directed 
to the Government of the Republic of the Philippines, and that the 
Government of the Republic of the Philippines, in the proceedings 
in which the subpoena duces tecum has been issued to the Philippine 
National Lines, does not wish to waive its sovereign immunity from 
suit or any process issued by the court of a friendly government. 


Accept, Excellency, the renewed assurances of my most dis- 
tinguished consideration. 


(Signed) Mauro Calingo 


MAURO CALINGO 
Charge d'‘Affaires ad interim 


Enclosures: 
Photostatic copy of subpoena 
and attachment. 


His Excellency 
Christian A. Herter 
Secretary of State 
of the United States of America 
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Ref. No. 60. B. 5. 


The Ambassador of Denmark presents his compliments to the 
Honorable the Secretary of State, and, with reference to the 
grand jury investigation of the shipping industry instituted by 
the United States Department of Justice in the District of 
Columbia on November 25, 1959, and to the subpoenas issued by 
the United States District Court for the District of Columbia 
directing a large number of shipping firms and associations of 
shipping lines to produce certain documents for the use of the 
grand jury, has the honor to state as follows: 


1. In the opinion of the Danish Government the investigation 
instituted goes beyond the limits of United States jurisdiction 
under the general principles of international law. It extends not 
only to the activities of Danish shipping companies in the United 
States, but also to their trade between ports outside the terri- 
tory of the United States. 


Under the circumstances of the proceedings under discussion 
no rule of international law authorizes a state to extend its cri- 
minal jurisdiction to acts of foreign nationals outside the terri- 
tory of that state. The mere fact that the Danish shipping com- 
panies are represented in the United States does not bring these 
companies under the jurisdiction of the United States ss far as 
their trade between other countries is concerned, and no American 
tribunal is authorized under international law to issue subpoenas 
to Danish shipping companies or to their representatives in the 
United States in so far as their activities, for the reasons stated 
above, remain outside the scope of United States jurisdiction. 


2. Even to the extent that the trade of Danish shipping com- 
panies is subject to the territorial jurisdiction of the United 
States, the Danish Government must object to the very wide scope 
of some of the subpoenas issued by the United States District Court 
of Columbia. These subpoenas require the production not only of 
documents in the possession of the American representatives of 
the Danish companies, but also of Hocuments outside the United 
States. Under international law no state is entitled to extend its 
judicial or executive authority into the territory of another state. 
With respect to documents in the lawful possession of shipping com- 
panies in Denmark, it is incompatible with the fundamental sovereign 
rights of Denmark that a foreign tribunal, under the threat of penal 
Sanctions, requires the production thereof. 


3. It is indisputable that the regulation of the Danish ship- 
ping industry essentially is the prerogative of the Danish Govern- 
ment. It would lead to undesirable conflicts of jurisdiction, if a 
Government, even without transgressing the limits set by interna- 
tional law, instituted proceedings against foreign companies engaged 
in activities essentially falling within the jurisdiction of their 
home country. In the interests of an orderly regulation of interna- 
tional trade, Governments should refrain from interfering with 
matters which primarily are the responsibilities of other states. 

In the opinion of the Danish Government it would not be conducive 

to good commercial relations between the countries concerned, if for 
instance Danish authorities were to institute investigations concern- 
ing American export trade to Denmark that would require the production 
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of documents relating to American companies engaged in such trade. 
By the same token it is hoped that the United States authorities, 
in the interest of harmonious trade relations between our two 
countries, will refrain from pursuing the present grand jury in- 
vestigation. 


4. The investigation, if carried further, is likely to 
affect adversely an important Danish industry and to disrupt 
existing patterns of trade. It is the opinion of the Danish 
Government that, in due consideration of the existing friendly 
relations between our two countries, no investigation of such 
scope and importance should be initiated without the possibility 
of previous consultations between our two Governments. 


5. In view of the above it is the hope of the Danish Govern- 
ment that the subpoenas issued to Danish liner companies by the 


United States District Court of the District of Columbia will be 
vacated. 


Washington, D.C. 


February 26, 1960. 
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Her Majesty's Embassy wishes to refer to the Aide 
Memoire of the 10th of February from the Department of State 
with which was enclosed a Memorandum prepared by the Department 
of Justice relating to a Federal Grand Jury investigation 
affecting British shipping companies. 


Her Majesty's Embassy has been instructed to inform 
the Department of State that Her Majesty's Government firmly 
believe that the efficient operation of the international 
shipping industry is best served by freedom from governmental 
intervention. The character of the industry and of its operations 
is such that the intervention by any one government is liable 
seriously to affect the interests of other governments. The 
industry plays a vital part in the economy of the United Kingdom 
and Her Majesty's Government greatly regret that the United States 
Government did not consult with Her Majesty's Government before 
instituting the present action. 


The subpoenas against British companies go beyond 
the proper limits of United States jurisdiction. They contain a 
demand for the production of documents, including documents 
located outside the United States, which do not relate to business 
in the United States. Insofar as such documents relate to trade 
between Mexico and Europe, Her Majesty's Government cannot accept 
that this is a matter in respect of which the United States is 
entitled to exercise jurisdiction, notwithstanding that it may 
have some effects upon the trade of the United States. 


The subpoenas require the production of a great volume 
of documents. The mere sorting and segregation.-af these, many of 
which can be of no material relevance to the investigation, would 
impose a heavy burden upon the companies concerned, disruptive of 
the normal conduct of their business. The oppressive nature of 
demands of this kind is well demonstrated in the reply by the 
Department of Justice to the motion to quash the subpoenas. 


In these circumstances Her Majesty's Government must 
express their grave concern at the character of the present inves- 
tigation and their hope that the present subpoenas against the 
British companies will be withdrawn. 


BRITISH EMBASSY, 
WASHINGTON, Dy. C., 
March 4, 1960. 
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CANADIAN EMBASSY 


March 3, 1960 
AIDE -MEMOIRE 


In its aide-memoire of February 10, 1960 enclosing a 
memorandum prepared by the U.S. Department of Justice the 
Department of State informed the Embassy of Canada of a Federal 
grand jury investigation of restrictive practices by shipping 
conferences. The United States Department of Justice expressed 
in its memorandum a willingness to discuss with the Canadian 
Government the investigation and the terms of the subpoenas 
issued to several Canadian companies. 


The Canadian authorities are grateful for the willingness 
of the U.S. authorities to cooperate with the Canadian Govern- 
ment in this matter and to discuss the terms of the subpoenas 
issued to the Anglo-Canadian shipping Company Limited, the 
Western Canada Steamship Company Limited, and the Canadian 
Transport Company Limited, companies incorporated under the 
laws of Canada, through the offices of their agents in the 
U.S. The Canadian authorities also appreciate the under- 
taking of the U.S. authorities to keep the Canadian Government 
advised to the extent possible about the developments in this 
investigation that may be of interest to them. 


In this connection the Canadian authorities have noted 
from the memorandum of the U.S. Department of Justice that 
"all three steamship lines are members of conferences having 
conference agreements on file with the U.S. Federal Maritime 
Board. All three operate at U.S. ports and have agents 
within the U.S." According to information provided by the 
companies, they have no Canadian offices within, and they are 
not registered for doing business in the U.S., but they 
utilize the services of U.S. steamship agents for the purpose 
of soliciting cargo and subsequently for the preparation of 
documents in connection with the loading of cargo when business 
materializes. These agents are not on a retainer basis but 
are remunerated by fees or commissions for each call of vessels 
owned or operated by the Canadian companies. Moreover it appears 
that the scope of the investigation centers largely around the 
cotton trade out of California and out of Mexico. The companies 
themselves nor the directors in any other capacity have engaged 
in the cotton trade from Southern California or Mexico for at 
least the last ten years and probably not since prior to 1939. 
To the best of the companies' knowledge, the only documents in 
their files relating to the cotton trade within California or 
Mexico consist of copies of circulars issued by the Pacific 
Coast European Conference or the Ensenada Europe Conference. 


In these circumstances the Canadian authorities find it 
difficult to understand the purpose of or justification for 
addressing the subpoenas to these Canadian companies and would 
therefore appreciate receiving an exposition of the views of 
the U.S. authorities in this regard. 


THE CANADIAN EMBASSY, 
WASHINGTON, D.C. 


March 3, 1960 
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COPY 


The Netherlands Ambassador presents his compliments to the 
Honorable the Acting Secretary of State and, acting upon instruc- 
tions received from his Government, has the honor to refer to 
the Grand Jury Investigation of the shipping industry instituted 
by the United States Department of Justice on November 25, 1959, 
and to the subpoenas duces tecum issued subsequently by the 
United States District Court for the District of Columbia to a 
number of shipping firms and associations, among them several 
Netherlands shipping companies. 


These subpoenas refer to the production for use by the 
Grand Jury of a great variety of documents inside the United 
States, and also of documents located outside the United States. 
Furthermore, they not only refer to the activities of shipping 
companies in the United States, but also to shipping between 
foreign ports. The procedure by the United States District 
Court would accordingly affect persons and documentation outside 
the executive — and jurisdiction of the United States. 


The Netherlands Government has directed Mr. van Roijen to 
emphasize that it would lead to serious conflicts of jurisdiction 
if a Government, with or without transgression of the limits of 
international law, unilaterally institutes proceedings against 
foreign companies engaged in activities, essentially falling 
within the jurisdiction of their home countries. 


Furthermore, the activities of the United States District 
Court are of such a far-reaching nature that they may unfavorably 
affect the interests of harmonious international trade, especially 
if other States would take countermeasures or would feel encouraged 
by the example of the United States to take similar measures 
involving documentation outside their jurisdiction. 


The Netherlands Ambassador therefore is instructed to express 
the grave concem of the Netherlands Government about the above 
mentioned action of the United States District Court which directly 
involves the interests of Netherlands shipping companies, and to 
state that the Government would welcome any steps that could be 
taken to ensure that the subpoenas issued to Netherlands shipping 
companies are withdrawn. 


Washington, D. C. 
March 7, 1960. 
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COPY 


NORWEGIAN EMBASSY 
WASHINGTON, D. C. 


February 8, 1960 


The Ambassador of Norway presents his compliments to His 
Excellency the Secretary of State and has the honour to invite 
his attention to the following matter: 


The Department of Justice of the Government of the United 
States has instituted proceedings before the Federal Grand Jury 
for the District of Columbia entitled "Investigation of the 
Shipping Industry." 


The Grand Jury Investigation began on November 25, 1959, and 
at the request of the Department of Justice, the United States 
District Court for the District of Columbia issued subpoenas duces 
tecum of limited scope which were served in San Francisco on most 
of the outbound Pacific Coast shipping conferenc@@. These sub- 
poenas called for documents relating to possible violation of 
Section 20 of the Shipping Act, 1916. 


On December 29, 1959 the United States District Court for 
the District of Columbia issued additional subpoenas duces tecum 
which were served on a large number of shipping lines, shipping 
agents, and conferences in New York and San Francisco. These 
subvoenas call for the production in Washington, D.C., on Monday, 
January 25, 1960 of all documents in the possession, custody or 
control of the company or companies to which the subpoena is 
directed, relating to certain subjects, wherever located through- 
out the world and in whatever language. 


Subsequently, on January 4, 1960 the Department of Justice 
addressed a letter to all persons served with the subpoenas 
issued on December 29, 1959, giving further information about 
the ways the document requested could be delivered to the Depart- 
ment of Justice. That letter explicitly refrained from granting 
any extension of the time within which objection to the subpoenas 
may be made, and, accordingly, the Federal Rules of Criminal 
Procedure require that these be made promptly, and in no case 
later than January 25, 1960, if they are to be considered by the 
Court. The form of affidavit which accompanied the letter 
required the affiant to state, subject to the penalties of perjury, 
that he had personally conducted and supervised the compliance 
of the company with the subpoena, and that to the best of his 
knowledge and belief the documents furnished constitute full and 
complete compliance therewith. 


Subpoenas have been issued to firms representing Norwegian 
shipping companies in the United States, whereby these companies 
will be directly affected by the investigation. 


The subpoenas issued by the United States District Court 
seem to imply that the documents requested to be produced are 
those in the possession, custody or control of the person named 
in the subpoena wherever those documents may be located both in 
and out of the United States. The procedure by the United 
States District Court would accordingly affect persons and 
documentation outside the executive power and jurisdiction of 
the United States. 
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The Norwegian Government considers that the Court's request 
is not in conformity with international law, and is of the opin- 
ion that it would be highly detrimental to international relations 
should countries be permitted to interfere in each others terri- 
torial jurisdiction. 


Especially Norway, with its world wide shipping interests, 
must take into consideration the far reaching consequences that 
might result from allowing United States authorities to enforce 
non-American subjects to produce documents which are outside the 
territory of the United States. 


The Norwegian Government must therefore reserve its right to 
order Norwegian shipping compcaies not to comply with requests 
to produce documentation which is in their possession, for United 
States courts. 


In the light of the seriousness which the Norwegian Government 
attaches to this matter, the Norwegian Government will welcome any 
steps that could be taken to ensure that the subpoenas issued to 
Norwegian liner companies by the United States District Court of 
the District of Columbia are withdrawn. 


Washington, D.C., February 8, 1960. 
No. 29 





706 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


EMBASSY 
of the 
FEDERAL REPUBLIC OF GERMANY 
Washington, D. C. 


The Embassy of the Federal Republic of Germany presents 
its compliments to the Department of State and, with reference 
to the investigation of the shipping industry currently 
conducted by the Department of Justice, which investigation 
has been extended to include German shipping companies, has 
the honor to invite attention to the following matter of the 
greatest concern to the Government of the Federal Republic of 


Germany. 


In the course of the investigation, on behalf of the 
United States, subpoenas have been served to the effect that 
foreign shipping companies also should produce such documents 
as are located outside the United States. Moreover, the sub- 
poenas call for evidence on the companies' commercial trans- 
actions outside the territory of the United States. 


The German Government regrets that, before this investiga- 
tion was instituted, the United States Government did not 
consult in advance the friendly Governments the flags of which, 
including that of Germany, are affected. The German Government 
holds that this judicial action exceeds the limits to a govern- 
ment's jurisdiction established by the general principles of 
international law. 


The German Government wishes to state that international 
shipping, as the term is understood by the countries of the 
Free World, cannot accomplish its function on behalf of inter- 
national trade, if one government reserves to itself the right 
to subject foreign shipping industries to its jurisdiction 
even for areas outside its territory without regard to the 
views held by other governments. Legislation designed to 
protect the public interest in one country should not, when 
affecting maritime operations abroad, be enforced without 
taking into account the other governments' legal position on 
the protection of the public interest within their respective 
jurisdictions. 


For these reasons, the German Government requests with- 
drawal of the subpoenas. It also recommends a reconsideration 
of the plans for the current investigation of ‘the shipping 
ae and of any subsequent action envisaged along these 

ines. 


If the Government of the United States, with a view to the 
effect of its present investigation on cooperation among 
friendly Western maritime nations, desires to discuss the 
problems involved, the German Government would be prepared to 
participate in such discussions. 


The Embassy of the Federal Republic of Germany avails 
itself of this opportunity to renew to the Department of State 
the expression of its high consideration. 


The Department of State 
Washington 25, D. C. 
March 7, 1960 
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COPY 


ROYAL SWEDISH EMBASSY 
WASHINGTON 
D. C. 


The Ambassador of Sweden presents his compliments to the 
honourable the Secretary of State and has the honour to invite 
his attention to the following matter: 


On November 25, 1959, a Grand Jury investigation of the 
shipping industry was initiated and on the request of the 
Department of Justice the United States District Court for the 
District of Columbia issued subpoenas duces tecum on a great 
number of shipping companies, among them the Swedish Johnson Line. 


The subpoenas refer not only to a great variety of documents 
inside the United States but also to such documents which are 
outside the United States' jurisdiction. They refer not only 
to the activities of the shipping companies in the United States 
but also to shipping between ports abroad. 


The foreign shipping companies involved have through their 
lawyers Graham, James and Rolph filed a motion with the District 
Court to quash the subpoenas duces tecum served. The Court will 
review the case on March 4, 1960. 


In this context the Government of Sweden finds it important 
to emphasize that in international law no State is called upon 
to acquiesce in acts of other States in its territory. The 
Swedish Government feel justified to express its concern over the 
extremely wide scope of the subpoenas referred to. 


Activities of a United States Court of such a far-reaching 
nature, which might involve a very extensive documentation from 
outside the United States containing a wealth of commercial 
information of no primary concern to United States authorities, 
do not serve the interests of harmonious international trade. 
Indeed, they might work directly to the detriment of international 
relations, especially if and when other States feel called upon 
to take counter-measures in the interest of their subjects to 
feel encouraged by the American example to take similar measures 
involving documentation outside their jurisdiction. 


The Government of Sweden, concerned by the effects the 
subpoenas would have on a smoothly functioning international trade, 
as well as on the interests of its citizens, would welcome any 
steovs which will ensure that the subvoenas issued will be with- 
drawn as far as they concern Swedish shipping interests. 


Washington, D. C., February 29, 1960. 
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(The document referred to at p. 635 follows :) 


Confidential. SFB-96 
JANUARY 21, 1959. 
Re Mr. and Mrs. George Hardy, Vice President Transmarine Navigation Corp. 


TRANSMARINE NAVIGATION CORP., 
Agents, Nippon Yusen Kaisha, 
Los Angeles, Calif. 

Dear Sirs: We are more than pleased to advise that our head office has author- 
ized free passage for Mr. Hardy and 75% reduction for Mrs. Hardy. 

This, of course, is to be kept confidential and, when issuing the actual ticket, 
please show only: “75% general agents reduction granted.” ‘No adjustment or 
refund shall be made without approval of head office.” 

In this connection, please advise whether return transportation for Mr. and 
Mrs. Hardy is desired, or whether they will both be returning by air. 

Very truly yours, 
NIPPON YUSEN KatsHa, SAN FRANCISCO 
BRANCH, 
O. AKABANE, General Manager. 


(The document referred to at p. 637 follows :) 


OcTOBER 16, 1959. 


Re fresh produce, U.S. Government General Service Administration/Panama 
Canal Zone Company. 

Mr. O. AKABANE, 

General Manager, Messrs. Nippon Yusen Kaisha, 

San Francisco, Calif. 


Dear Str: With reference to your letter of October 9, above subject your file 
SFB-1882, and exchange of cables up to today’s date, we wish to advise as 
follows: 

Upon receipt of your letter, we contacted Mr. John J. Barton, General Man- 
ager of the Supply Division of the Panama Canal, and requested a conference 
with him, regarding refrigerated cargo from the West. Coast of the U.S.A. to 
the Panama Canal Company. At this conference, which was attended by Mr. 
W. C. Bain, superintendent of the cold storage warehouses of the Panama Canal, 
we discussed the situation fully and upon our guaranteés that we would exer- 
cise every care in receiving stowage, carriage and delivery of their freight, he 
agreed to route all of this cargo via NYK Line and has instructed GSA people 
in the States accordingly. 

While they preferred to ship from Los Angeles, they are agreeable to receiv- 
ing the cargo at San Francisco if the vessel omits Los Angeles. They will have 
an order coming on each of our vessels from the West Coast which will make 
a shipment every 15 days. 

We consider ourselves very fortunate to secure this business through the 
writer’s connections here with Mr. Barton, and we request that every care be 
taken in handling this cargo, and that very particular care be taken in giving 
either the GSA at yours, or ourselves at the Panama Canal accurate dates of 
sailing from the West Coast. We realize that many times a vessel will sail later 
than advertised or shown on your printed Tokyo schedule, or mimeographed 
San Francisco schedule. You can realize it is most important that any change 
in date be immediately conveyed to all parties, as their ordering for a continu- 
~ supply is based on delivery to the Commissary Division at the Panama 

anal. 

It is unfortunate that the London Maru shipment turned out badly, but it is 
otherwise to our advantage, as we do not think the Government here will give 
anymore cargo to OSK. The Canal officials believe that the spoilage of the 
London Maru cargo was due to the fact that the cartons were block stowed 
without any dunnage and that the temperature was allowed to go as high as 43 
degrees Fahrenheit. You probably already know the correct temperature for 
carriage of this cargo, but for your further information, Mr. Bain request that 
it be carried at 36 degrees with the variation of not more than 2 degrees each 
way. 

At the present time we cannot get any clear indication as to the amount of dry 
cargo coming, but we shall let you know as soon as we secure any data. There 
will probably be further shipments of potatoes, and possibly apples or onions. 
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During the fruit season grapes, plums, etc., will be added to the regular reefer 
shipments. 

You may be further interested to know that we had Mr. Barton and Mr. Bain 
go aboard the Seitsu Maru yesterday at Pedro Miguel Locks, and ride through 
the Canal for several hours inspecting the vessel and the refrigeration equip- 
ment. Fortunately, all the boxes were in operation for carriage of United King- 
dom refrigerated cargo, and both Mr. Barton and Mr. Bain advised the writer 
this morning that they are very pleased with their inspection and feel certain 
that their cargo will be carried safely. 

This is all we can report at the present time, but we will contact you further 
if there is any need for doing so. 

Yours very truly, 


Norton, Litty & Co., INc., 
J. NOONAN. 


(The document referred to at p. 638 follows :) 


SFB-2247 
DECEMBER 7, 1959. 
Re MV Shimane Maru voy. 4-out (perishable shipments Los Angeles/Panama 
Canal Zone). 
Norton, LILLY & Co., 
Cristobal, Panama Canal Zone. 


DeaR Sirs: We are more than pleased to acknowledge receipt of your favor of 
November 16th informing us in detail the arrangements which were made at 
Balboa for discharging the perishable shipments (potatoes, lettuce, etc.) on MV 
Shimane Maru, November 13, 1959. 

We are fully cognizant of the commendable efforts that you have made at 
your end in influencing the Panama Canal Company to route this business via 
our services as opposed to the general standing orders to favor American flag 
vessels. We gave stowage of this cargo our very careful attention as outlined in 
our letter of November 10, SF B-2069 and hence are more than gratified to learn 
that all shipments turned out in satisfactory condition and that the Panama 
Canal Commissionary were entirely satisfied. 

We further note the special arrangements which you made to discharge all 
shipments at Balboa and that special arrangements were also made to obtain 
stevedores immediately upon berthing the vessel at Balboa working the vessel 
with four gangs throughout the night enabling the vessel to proceed on normal 
schedule the following morning through the Canal and proceeding direct to New 
York without calling at Cristobal. 

Naturally, such high commendable efforts and close supervision on your part 
receives the highest compliments from us, and we can only add to you and your 
staff connected with this operation, a hearty “well done to all hands.” By a copy 
of this letter to our head office, we are also informing them of the splendid 
efforts that you have put forth. 

Thanking you again, 

Very truly yours, 
Nippon YUSEN Kaisa, SAN FRANCISCO 
BRANCH, 
O, AKABANA, General Manager. 


(The document referred to at p. 638 follows :) 
SFB-1939 
i OcroseR 28, 1959. 
Re passenger bookings, round-the-world westbound vessels, Canal Zone/Japan. 
THE GENERAL MANAGER, 


Nippon Yusen Kaisha, 
London, B.C. 3, England. ~ 


Dear Sir: In connection with the recent overbooking of the MV Setisu Maru 
voy. 8 Home, in which passengers were booked from London to the Pacific 
Coast without prior cable advice to us necessitating the cancellation of pas- 
sengers from the Canal Zone to Los Angeles/San Francisco, we are quoting 
herewith a section of a private letter received from our agents at the Canal Zone 
in reference to passenger bookings from the Canal Zone to Los Angeles/San 
Francisco, which we hope will be found of interest : 


70300 O—61—pt. 3, vol. 1——47 
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“We further want to go into the Abell family, who were booked on the Settsu 
Maru and then had to take the Sagami Mari to Los Angeles instead. We cer- 
tainly hope you took good care of these people and their baggage from Los An- 
geles to San Francisco, as when they were cancelled out of the Settsu Maru, 
they complained to the Panama Canal Transportation Department, who in turn, 
warned us that they would give us no more passenger business if their employees 
were drastically hindered in taking their vacations. For your information, 
every Panama Canal employee is given a free trip to his home every two years, 
which the Transportation Department of the Panama Canal arranges for him. 
This transportation coincides with the arrangements with his department in 
securing leave, consequently a cancellation of what they believe was a firm 
booking, could seriously interfere with their departmental work. As you know, 
the Panama Canal Passenger and Freight business is supposed to be confined 
strictly to U.S. flag vessels, so if we are to continue receiving patronage from 
them we will have to lean over backwards in giving service both on the ship 
and ashore.” 

We particularly should like to mention that the general manager of Morton. 
Lilly and Company, Cristobal, has accomplished a great deal for us in the Canal 
Zone by not only developing passenger traffic from the Canal Zone to New York 
but also from the Canal Zone to Pacific Coast ports in the face of instructions 
by the Canal Zone Authorities to patronize U.S. flag vessels. 

We have recently been favored with a further development in freight move 
ment for the account of the Panama Canal Company from San Francisco and 
Los Angeles of perishable commodities and, naturally, we keenly desire to main- 
tain and assist our Cristobal agents in the cordial relations with the Panama 
Canal Company not only in freight traffic but also passenger traffic as well. 

We therefore would solicit your valued cooperation in keeping us fully informed 
of passenger bookings from your side in the near future, as we are continuing 
to develop more passengers from the Canal Zone to Los Angeles and San Fran- 
cisco. 

Very truly yours, 
NiPpPon YUSEN KaIsHA, SAN FRANCISCO 
BRANCH, 
O. AKABANE, General Manager. 


(The document referred to at p. 641 follows :) 
SFB-464 
Marcu 11, 1959. 
Re solicitation, Pacific coast/Havana service, California Packing Corp. 
L. A. CaBprera & Co., Lrn., 
Agents, Nippon Yusen Kaisha, 
Havana, Cuba. 


Dear Strs: We are in receipt of your letter of February 23, 1959, and greatly 
appreciate the information you forwarded to us in reference to the Solicitation of 
the California Packing Corporation at this end. 

For your information, we recently had lunch with Mr. Howard Graham, 
Traffic Manager of the California Packing Corporation, San Francisco, and we 
again advised him that NYK would be glad to absorb the cost of bringing their 
merchandise from the Pacific Northwest Ports to San Francisco. He advised 
that he already was aware of this understanding, and he also stated that he 
would endeavor to give us CALPAC cargo when our vessels are in position. 

Unfortunately, presently all the vessels loading from San Francisco to Havana 
are loading between the 1st and 15th of each month, and our vessels usually load 
between the 13th and 14th. After the 15th of each month, at the present time 
there is no direct vessel from San Francisco to Havana. Mr. Graham advised us 
that it is necessary for CALPAC to support the States Marine Line, inasmuch as 
they are dependent upon the States Marine Line to carry their cargo from the 
Pacific Coast to U.S. Gulf Ports, as the States Marine Line is the only line op- 
erating in this Service. The Service from Pacific Coast to U.S. Gulf Ports has 
not been a profitable venture, and consequently CALPAC feels they must support 
the States Marine Line in order that States Marine Line can continue in this 
Service. 

Thanking you for your kind information, we are, 

Very truly yours, 
Nrppon Yusen KatsHa, SAN FRANCISCO 
BRANCH, : 
O. AKABANE, General Manager. 
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(The document referred to at p. 642 follows :) 


SFH-873 
NOVEMBER 11, 1959. 
Re Japanese farm laborers. 
The PRESIDENT, 
Nippon Yusen Kaisha (Business Div.) 
(Passenger Trafic Department), 
Tokyo, Japan. 


Deak Siz(s): We refer to the various exchange of Telex messages, November 2 
through November 10, regarding a possible movement, originally 20/25, later 
reduced to 14, which we were trying to solicit for the MV Hikawa Maru Voy. 
54-Home, scheduled to sail from Seattle on November 24, by absorbing the motor- 
bus transportation costs from San Francisco to Seattle. 

We assume from your Telex 21/31 of November 10 that you may have been 
under the impression that this would have been a malpractice of the TPPC Rules 
and Regulations. In our confidential letter to you of June 23, 1959, SFH-520, 
subparagraphs (1) and (2), we submitted for your consideration the proposal 
when APL and OSK were so strongly pressing for our concurrence of the pro- 
posed 15 percent reduction, that we maintain a bargaining position; if and when 
they did not have a sailing in position to accommodate a movement of these farm 
workers, that we would maintain the position of equalizing our MV Hikawa 
Maru by absorbing the bus transportation from San Francisco to Seattle. When 
we received your Telex of August 22, 63/19, that you were agreeable to the 
proposed 15 percent westbound reduction, we assumed that you recognized our 
bargaining position and concurred. 

At a special meeting of the conference indicating our approval, we so stipulated 
our position again and received a verbal gentlemen’s agreement of our position, as 
otherwise we would not be able to participate in the group movement of the farm 
laborers. We regret we subsequently did not inform you that this bargaining 
position had been reiterated, being under the impression that you understood our 
original suggestion. 

When APL advised the local representative of the farmworkers that APL 
could not accommodate a movement of 20/25 on the next sailing of the APL and 
OSK would not have another sailing until early December, we assumed that you 
would understand the absorption of the bus transportation would be agreeable 
to the other members of the TPPC following our gentlemen’s agreement, and 
subsequently asked you for the authority to pay out the bus transportation costs. 

Your confidential Telex of November 10 personally addressed to the general 
manager was received the same morning as the regular meeting of the TPPC, 
November 10, and in order that there would be no misunderstanding on the 
gentlemen’s agreement, we confirmed our previous gentlemen’s agreement with 
both APL and OSK and received their concurrence prior to the meeting. At the 
close of the regular meeting, the NYK again stated their position informally off 
the record as it was not desired that this subject be recorded and again OSK and 
APL reiterated their agreement with the Orient & Pacific Line stating that they 
were not interested, and so far as they were concerned, it was all right. 

In the interim day or two prior to the meeting, the farm laborers number was 
reduced to 14 and the APL reiterated that they would not be able to accommo- 
date this group. The farm laborers representative, however, continued to press 
APL and after the regular meeting, we learned that APL could accommodate 10 
and we understood that the farm laborers representative felt that so much time 
had elapsed in obtaining our agreement to providing motorbus transportation to 
Seattle, it would be safer to accept the offer of 10 reservations on the next APL 
sailing, and hope that they would be able to accommodate the remaining 4. 

Under the circumstances, we feel that there is no use in soliciting this move- 
ment further, and have dropped our efforts for this particular movement. In the 
future, however, if such a movement should develop, we would appreciate your 
advice as to whether you would consider absorbing the bus transportation to 
Seattle in order that we may consummate the business immediately without loss 
of time in exchanging Telexes. 

Awaiting your-further instructions, we are, 

Very truly yours, 
Nippon YUSEN KAISHA, 
San Francisco Branch. 
O. AKABANE, 
General Manager. 
ec: James Griffiths & Sons Inc., Seattle. 
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(The document referred to at p. 644 follows:) 


pee Rake See eee, 

ie . a . . , . 

mos. RULES D-2 
(Feeued Augnst 15, 1954) Page 1 


SCHEDULE 
‘eons ae Reduced! mastuinn Avathorypenets * 


. Personal Grownds— Principels of the member companies may great free or re- 
duced rate passages om personal grounds; but in no instance shall free or 
reduced rate ppespere be granted hereunder from or to United States ports in 
violetion of Section 16 of the U.S. Shipping Act, 1916. 


Commission shall not be allowed on such fares. 


. Officers end Employees of The Member Company who are larly on the payrolls of - 
the member company, to dependent members of their tamifes; free or reduced rates, 
any class, any traffic, at the discretion of the member company. 


. Officers end Em ie Denes Sees 
dependent members of their families, of any other member company of rans-Pacific 
an Conference, any department, on written request from an executive officer or 
the passenger tr rtment of the member company concerned; free or re- 

duced rates, any class, any traffic, at the discretion of the carrying member company. 


Commission shall not be allowed on such fares. “ 
> Deses the tole, an chet conga besten, we canted © anil Seren gEReaD any 


. Officers end Employees of Non-Member Occen Cerriere—A reduction of 25%, any class, 

a: y traffic, as restricted and provided for hereunder: 

a) Applicable to officers of any department and to employees of the passenger aad freight 
traffic departments only. 

b) Officer or employee shall be regularly on payroll of the company making the request 
as a permanent (not temporary) officer or employee. 

¢) Applicable also wo depeadent members of the immediate family. 

d) Applica ble. only’ if the non-member carrier is member of another passenger conference 
and grants veciarecel concessions, or member a a tooiahe conference engaged in the 
aren trade of which any Trans-Pacific Passenger Conference company is a 
mem' . 

e) Application must be in writing from an executive officer of the ing company, 
or from the bead offices of the ‘ t concerned, stating that the or 
as the case may be, is so a8 well as making the request. 


Se ee 


f) Commission shall not-be allowed on euch fares. | , 
: £% os 6 bady) on chewy company’: baniacss 474 corried af beri] jares and commméanien may 
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TRANS-PACIFIC PASSENGER CONFERENCE RULES D- : 
E. H. Green, Secretary, Sen Francisco, Calif, ht hevtsfon) 


CONSTITUTION, BY-LAWS AND RULES Issued February 1 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATION: 


5. Officers end Employees of Railroeds, Iniend and Coestwise Water Lines of the North American 
Coatinent, also officers of che railways of the Orient, Australia and New Zealand; a reduction 
of 25%, any class, any traffic as restricted and provided for hereunder: 


a) The officers or employees shall be regularly om payroll! of their company as permanent offi- 
cers or employees, o« pensioned otticers or employees provided they are not engaged in any 
other business. 


b) Applicable only if the applying company reciprocally grants concessions to the member 
company for its officers and employees (permanent or pensioned). 


ce) . licable also wo dependent wives, and dependent children under 18 years of age, of such 
cers or employees. 


d) Not applicable to lawyers, doctors and other persons associated with a railroad or water 
line on a retained basis norto widows and minor children (pensioned or not) of deceased of- 
ficers or employees. 


e) Application must be in writing from an executive officer of che applying company, or head 
of the department concerned, stating that the officer or employee, as the case may be, is 
so employed, as well as making the request. 


A letser of certification only as to a person's employment is not a request and is not 
sufficient grounds on which to grant the reduction. 


f) Commission shal] not be allowed on such fares. 


-A. Officers and Employees of Members of Internetional Air Transport Association — A reduction 
of 25% any class between Pacific Coast Ports of North America and Hawaii or Pacific Coast 
Ports of North America or Hawaii and ports in the Orient, Yokohama to Manila inclusive and 
ports of Tahiti, Samoa. Fiji, New Zealand or Australia, as restricted and provided for here- 
andér; 


a) The officers or employees shal! be regularly on payroll of thes company as permanent offi- 
cers or employees, or pensioned officers or employees provided they are aot engaged io 
any other business. Air Crews, as a body, on their company’s business, are carried at 
tariff fares and commission may be allowed thereon. . 


b) Applicable only if the applying company reciprocally grants concessions to the member 
company for its officers and employees (permanent or pensioned). 


c) Applicable also to dependent wives, and dependent children under 18 years of age, of such 
officers or employees. 


d) Not applicable to lawyers, doctors and other personas associated wih the members of the 
taternational Ais Transport Association on a retainer basis nor to widows and minor children 


(peasioned or not) of deceased officers or employees. 
e) Application must be in writing from an executive officer of the applying company, or head 
of the cgnenate concemed, stating chat the afficer or employee, as the case may be, is so 
as well 


as making the request. 


-) Commission shall got be allowed on such fares. 


Seriel Revision Me. 589 
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TRANS-PACIFIC PASSENGER CONFERENCE RULES D-2 
E. H. Green, Secretary, Sea Francisco, Calif. {si isth 2 RS 
TITUTION, BY-LAWS AND RULES Issued February 1, 1960 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS 

. ’ 

6. The Member Company's Agents and their responsible clerks; a reduction as shown below, any 
class, es restricted and provided for hereunder: 

( Between Pacific Ports of North America, or Hawaii, and Orient Ports, Yokohama to Manila, 

Vi Qnabasbves Fre >. IT. Cla Me Cees aerstans 24 8% ado, 75% 


: Between Pacific Ports of North America and Hawaiian Ports, (Minimum charge $50.00) 

we . Sue rele pasenger om Sersuee! gronedy, but io wo onatcmee wheble Jowetts 73% 

4 ~ Between Pacific’Ports of North America, or Hawaii, and Ports of Tahiti, Samoa, Piji, New 
Zealand ee ee soe ees 75% 


a) The agent shall be under appeiacment by the member company granting the reduction, as 

scribed in By-Law E-1, and the appoinement shall be recorded with the Conference 

‘oases as provided in By-Law E-2, at least one year prior to the date of sailing for 
which the reduction in fare is granted. . 


The ae of service of an agent shall not be considered as interrupted because of 
en autho change in name, ownership, or address of the agency, provided such 
change is effected without any intervening lapse of the agency pelanionentp 


b) The responsible clerk shall be one dealing with ocean carriers’ agency work and must have 
been employed continuously.ac such work for at least one year from the date when his « em- 
ployer qualified for the reduction. 





The continuity of employment of the responsible clerk shall not be considered as inter- 
rupted because of an authorized change in the name, ownership or address of the agency 
by which he is employed, or because he has been appointed as agent either in his own 
name or in the name of @ partnership or corporation, provided such change or appoint- 
ment is effected without any intervening time. 


¢) Application shall be made in writing by the agent, and if reduction is for the responsible 
clerk, shall cestify chat he,is such and chat he has been employed as required in paragraph 
(b). 


@ icable aleo to spouse, and de t children under 18 years of age, of the agent and 
the responsible clerk who qualify for the reduction. (For National Asiatic agents the 
reduction is applicable ealy to the owner and/or mapegtt. one responsible clerk, spouse 

"-~ ~and dependent children under 18 years of age.) 


e) Improved accommodation im the class of passage taken, may be granted without excrs 
. Charge, at the discretion of the member company. , 


f) Not applicable to officers or directors of corporation agencies or to partnership agencies, 
— actively engrged for s substantial part of their time in ocean carriers’ business of 
° agency. 


g) When the agent is a Bank or similar instiention, the persca in charge of the agency work 
aad bis responsible cierk shall be the only persons who may be accorded the reduction and 
under the same conditien as other agents. 


bh) Commission shall not be allowed on such fares. 


?. mee free passage, any class, to re appoiaced , their re- 
eanaioas nome when theyrane invited by the salary ap Geateree ere for the 
er ee eens oe 


co . 


Butane dt dn 1 @ &. Revial Bawisiean Ma. 487 
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-2 TRAMS~PACI FIC PASSENGER COMF ERENCE RULES D-2 
. an E. H. Green, Secretary, Sen Francisco, Calif. oie a Page 
CONSTITUTION, BY-LAWS AND RULES loosed’ Jaly 10. 198 


1S= 





FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


8. Greap Orgenisere--Te the member coupany’s orgeniser of « group of persons es prescribed 
in by-law E-1 my be granted for hie com use or for the use of his representative yhan 


— accompanying the greup, free or reduced rate tickets as restricted ead provided for 
hereunder: 
For « ee (Adults 
le ; or Equivalent) of 
° . not Less Than The iser 
5% 7 Shom Below Mey Be Granted 
Per the Treffie Her cunder: rg See Provision C) for the Conductor: 
sx | Between Pacific Ports ef North Aserice or ee + + » BS reduction 
Waweii and Orient ports, Yokohame to Maile, IS... + ee 2 0 oo o + Ce ticket free 
= inclusive; all yeer round trip eny clase ex- 
3% cept third clase: 
Between Pacific ports ef Nerth Amsrice or 1S te 29 inclusive . . . One ticket free 
as Newaii and Orient ports, Yokoheme to Masi le, 30 or more .'. . ... Two tickets free 
nce | imelusive; all year round trip, third clese 
for ealy: > 
Between ports ia the Orient, Yokohass to Pre wer. So Que ticket free 
r of Meaile inclusive, rowad trip of any cless: 
uch Between Pacific porte of North Americe or itso: a-aele 0% ete 25% reduction 
flewaii and ports of Tahiti, Fiji, New Zee- 1S. 2 2 ew eo eo + Ome ticket free 
land or Austrelia; reuad trip eny class: 
ave 
em- Beween Pacific ports ef North America and we. 1S% reduction 
Gewsii; round trip any cless: 4 WBeees . eee Que ticket free 
Civeeit Tour of the Pacific as provided ia DW. ss ee eevec se « SS codection 
ber- these Rules (fer Ovient ead Anstralesics $3... ee 0 oo © + Cee theket free 
acy Sections): 
wn 7 
> Rewnd-the-world traffic; as provided ia #61 WIT JAkN . eekete 
these Reales (for Pecific Sectica): 1B... 1 ee wo + Ce ththet free 
ble Pellewing are the restrictions and provisions under which such freeor reduced rete tich- 
apd wets ere granted: 
ea) Not more thea wwe tickets for Orient or Asetralasia traffic shell be allewed free or 
et reduced rate fer any one orgmiser an any ame ceiling irrespective of the aunber 
and of eub-orgenisers the authorised organiser may have used ia qpuabhity Anant, Pee 
the | Meweii treffic 1 free ticket aay be allewsd for each 15 edslte, of oni a Lose 
use im amy one group. 
bb) The shall be « bone fide tour party at normal fares fer the treffic cencerned, 
except thet reduced rates pay be applicable in the censist of such greupe when 
ae specially previded for in this rele in cemmection with any particular treffic. 
e) members of a family, even though the equivalent of the required aunber of edultes 
necessary to constitute the organised party, cammet be cenetreed as cect 
, perty, but may be included with éthers in organising « party under rele. 
ies, - @) The entire group shall be developed by the authorised ergeniser end passage amey 
s of collected by or throug hia. 
OO Oe et ie! Do ee eee 
sist pertly ef ene eine and of esether class. + 
ork red aumber st leest for which a free er redsced rete cendseter’s ticket has 
ead _ been isseed amet trevel tagether on the estmrd ceiling, but any retuss G2 veriens 
eeilingsef tho sees  opewy, <<, -y sareemmme Secemen he commie ee 
the entire group or any part of reese sev raters amon wesel of the offer ameter 
campeny. Mambere having seo/air round trip of interlize agreements may gremt free or 
reduced rates te an orgeaia? in conmeetdem w2 th wes air ay sit/ooe reamd Geile gree 
Qevensats. . 
re- 
the WOM: Por Gewsii traffic, the required guaber fer which « free or reduced este Cm-- 
@uster’ s ticket bee been isewed met trweul GSgother sith Se camdmceer an the cotonsd 
trip, bee easy retera as individnels. . (Cae iinmed om B00? gage. 
eT 
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TremePacitx Passenger Con{erence, D 2 
J. B. Wileon, Secretary, Sen Francisco, Calif. "7 
Canstitunon, By-Laws and Authonzeteas > Page * 

.. (laamed bebruary 1, 1941) 


———— ————————— 
FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


8. Group Organigers (Continued ) 
g) The Circuit Tour of the Pacific shall be ticketed throughout over the same tines 
and route as the free ticket iss cp conductor. The group shall travel her on 
the initial section vessel, Orient or Australasian section as the case may be, but may 


continue on various vessels of the same oa-carrying line, or, on vessels of some ot 
line, as may be agreed to between the line carrying the conductor free and the other line. 


The Raund the World "shall be ticketed throughout over the same limes and route 
as the free ticket are conductor. The group shall travel eon on the initial 
ocean voyage, if a westward group. Eastwasd, the group may travel across the Pacific 
together or om separate vessels of the line providing the conductor's free passage, or, 
on vessels of some othe: line, as may be agreed to between the line providing the con- 
ductor’s free.ticket and. the other line. 


Free ticket or reduction in fare shall not be allowed unless the conductor accompanies 
the group; monetary allowance shall not be made in liew of such free ticket or reduc- 
tion in fare. 


» demrveae aa etna ad shall be routed identically; the clase of 
conductor's Gcket shail be left to the concersed, 


k) Free ticket or teduétion im fare 7 for round fare Ett st 
may apply ip were 


the Orient or Australasia of the categories 
1) Conductor's free ticket shall be prominently endorsed: 
“FREE OCEAN PASSAGE — CONDUCTORS PASS” 
Conductor’s reduced fare ticket shall be prominently endorsed : 
“CONDUCTOR’S REDUCED RATE TICKET” 


m) Commission shall not be allowed on Conductor's reduced rate fares. 


. Convention Promoters —To tes oo representatives of organizations in Hawaii when 
attending mainland conveations of soliciting such conventions to hold future 
meetings in Hawaii; a cee. of Be ret class, between Hawaii and: Pacific ports of 
North America, as resricted anid provided for hereunder : 


a) Delegates shall be approved by the member company granting the reduction and shall 
ages to apes before the proper body of the convention and present the advantages 
Hawaii for a future convention. 


b) The ae shall pot be granted for more than two authorized delegates or repre- 


“ < specifed meeting be accorded f jtation of a 
Sel teankiy eek wb hak only be ene es Leet 
c) Commission shall not be allowed on such fares. : 


10. Government Officiels— Principals of the member genes any quand to guverament 
_ iil and wo the dependent members of thir Latics trex or reduced eats any clas, 


Commission shall not be allowed on such fasts. 
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TRANSPACIFIC PASSENGER CONFERENCE RULES D- 2 


£. ©. Green, Secretary, Sen Freacisce, Calif. Third Reviston) 


const TUT! OM BY-LAWS AND RULES Issued ts 3 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


11. Blind Persons end Attendants — For a blind person and attendant, concession in fare may be 
geaated on the basis of one and one half adult fares, provided written request is made by the 
American Foundation for the Blind, New York, New York, or the Canadian National Institute 
fee the Blind, Toroaro, Ontario, or its Divisional Offices in Se. Joha's, Newfoundlaad; Hali- 
fax, Nove Scotia; Moncreal, Winnipeg and Vancouver. 


12. Live Steck Attendants® — Ascendant may be carried free to port of discharge whee eccompany- 
iag « minimum of 20 head of castle, horses, of mules, or 40 head of hogs, pigs, sheep, goats, 
lambs, kids, oc $0 dogs. Additional arrendant may be carried free at the optien of che Carrier 
for each addicicea! minimum quantity of asimals specified above. 


*dpplics to freighters in Orient Treffic only. 


Serial Revisies Me. 607 
(Cancelling & 8. ae am) 
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RULES D-¢ 


* TRAMS-PACIFIC PASSENGER CONFERENCE Pees ? 
E. BH. Green, Secretary, Sen Francisce, Calif. (Second Beotall 


ton 
CONSTITUTION, BY-LAWS AND RULES Iseved May 10, 196h 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


12. Army and Navy (Orient Interport oaly) — 
Cancelled — No loager operative. 


13. Unised States Army, Nevy, Marine Corps, Coast Cuard and Coast and Ceodetic Survey - 
Orient (Manile Only) Trans-Pacific (Not Inserpert in the Orient) ~ 
Cancelled — No longer operative. 


14. United States Government Officers, Enlisted Personnel and Civilian Employees; Hawaii or 
‘American Samos Only - 


Cancelled — No loager operative. 


Serial Revisien Ne. $92 
Cancelling Serial Revisien Me. 317 
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Trane Pecifc Pasmnger Conference, 
RV. Crowder, Secretary, Sen Preaciere, Calif. RULES D-2 


Comettevernem, By Lawe ema Arathor toe: cn Page 8 
(lesmed Jamnary 8, 1948) (See ened Rev cece: 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


13. Servents-- 


Hewait—To servants, a reduction of $10; first class one way fares oaly ; between Pacific ports of 
North America and Hawaii; as restricted and provided for hereunder: 


a) ee ay Oe nae ONY ANE EE UPTEe er eee 


b) ‘The member company reserves the right, when the reduction is granted off the minimum fare, 

_ to locate such servants in cabins as the member company may ser ft and to furnish meals at 
ship's convensence. 

c) Commission may be paid on such passages. 


pte prieiides tam phyreieg hk g F ant far, oe vo) fod ip, el 
eagle eg ty eny cabin class minima fare, one way or round trip, 
qBiathes hte tp aw Ol On. between Paciic ports of 
o Hew sd pcs he Or, Yim Mana cto ep the Oo 
for hereunder: 


as restricted 
The reduction granted only theer employers and twaveling 
” Sa Oak Os cake Gal dhaeadee Cearatinesn detained 


Servants booked in a lewer class of accommodations rea Bal we the diecvanien of tive 
Purser, be pormined 00 a ad hanes ad bbb ly eee, a 


b) Commission may be paid on such passages. 
fade a reduction of 20% ; any first class mistimum fare, one way of sound 


Pactac posts of Nocth America or Haweif'and Peer 
Sydney or Melbourne ; as restricted and provided for : 


company shall reserve the right, when the reduction, to hocate che 
servant in cobite os the enémber compagy ey sue St, and mmeols ot the shap's com 


fe berth om. commodetons abowe masenmast 


4 ree ahenatind ; g: Care cndy; the fll peemiem shail be charges 
ne for el camoditiens a= | 
Commas eae Ine prod 8 sac scot “ 


ee ee 


17. Endigests— 
Oviewt—To dasteessed or indigent persons ; « reduction of 25 thied clas fares 
Kec Paci prs of Ne Amer Hwa ors oh Ores Yoon i 
inctusive, or interport in the Orient ; OTR Sn 
a >a be granted omly ««) prcuemtmtsan of from the 
, ay emagiead OTe de Coad of ot wk’ ae de. 


cunb asics 
b) Commianin sal st be liowad on such farm, 
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RULES D-2 


TRANS-PACIFIC PASSENGER CONFERENCE Pegs 8 
E. A. Green, Secretery, Sen Francisco, Calif. (Third Revision) 
CONSTITUTION, BY-LAWS AND RULES Iseued April 1, 1956 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 


18. Theatricals— 
The term, ‘persons of the theatrical profession,’ as used in this by-law, shell 
be understood to mean: 
Producers or principals of theatrical or opera companies when traveling in con- 
nection with their companies’ performances; 
Professional stage artists and performers, actors, actresses, show le (pro- 
fessional entertainers or performers not otherwise listed in this by by-1 direc- 
tors, managers, motion picture actors, ectresses, mechemiciens and Le in 
production of, or to appear personally at, performances, indoor or outdoor, for 
which they travel; 


Bona fide boxers, wrestlers and similer professional athletic steal: travel. 
ing under contract with or sponsored by a recognized theatrical or professional 
athletic organization or professional show enterprise; 


Meneger, trainer, chaperon, also member of the family of «a person of the theatrical 
profession, when indicated in the contract as a necessary part of the act, or so 
certified by the theatrical company. 


Orient (Trana-Pacific only)—Between Pacific Coast ports of North America or 
Hewaii and Orient ports, Yokohama to Manila inclusive; 


a) All year round trip first class, for a group of 15 adults (or equivalent) one 
free ticket. 


b) Round trip third class, for a group of 29 adults (or equivalent) one free 
ticket. 


c) Commission may be allowed. 


iw (Interport only)—To a group of persons of the theatrical profession, as 
llows: 


To « 
Grow o A reduction of: Froa the followi ares onl 

4 to 10: 10%; any class; Local only; os = or rena trip; 
ll to D: 1%; any class; Local only; one way or roumd trip; 
21 to W; 20%; any class; Local only; one way or round trip; 
31 or more; 25%; any class; Local only; one way or round trip; 


interport in the Orient, Yokohama to Manile inclusive; as restricted end provided 
for hereunder: 


a) The reduction may be granted only to a group of persons traveling together on 
the same vessel, and such group may consist of persons traveling partly in one 
class and partly in another class, the total number in all classes determining 
amount of the reduction applicable to each class. 


b) The number of persons in the group and the reduction shall apply to edult 
persons, or to children in the proportion thet the fares for the children bear 
to the fares for adult persons. 


c) Commission may be paid on such passages. 


Seriel Revision Mo. $08 
(Cancelling &B. Ne. 40) 
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TRANS-PACI FIC PASSENGER CONFERENCE RULES D-2 


; P 10 
LE. W. Green, Secretary, Sea Fraaciece, Calif. (Foarth Wistatéal 


cons TI TUT! OM, BY-LAWS AND RULES [assed Augest 2%, 1959 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 
19. Athletic Teams — 
The cerm ‘‘athletic ceams,’’ as used ia this Rule, shal! be understood to mean: 


Professional and amateur athletes grouped together for the purpose of actively engaging in 
athletic games and pastimes; 
Also, the managers, trainers, chaperons, starters, cime-keepers, and similar persons, crave!- 


a Me ee ee 
cendants. 


a) aii ai a as ne Sie 
reduction of 10%, minimum facts anly, aay class, one way or all year spend trip, from Aus- 
tralia or New Zeataad te Pacific ports of North America or Hawaii. 


Commission shall not be allowed on such fares. 


b) Orient (Trans-Pacific) — Between Pacific Coast ports of Nowh Amesica or Hawaii and 
Orient ports, Yokohama to Manila inclusive. 
1) All year sound trip first clase, for « géeup of 15 sdules (or equivalent) ene free ticket. 
2) Rowad tip third class, for « group of 29 adults (or equivalent) ove fsve ticket 
Commission may be allowed. 


20. JAPANESE COUNCIL OF SUPPLEMENTARY AGRICULTURAL WORKERS - 


; Orient — To peoperly accredited workers, a reduction of 
° 10% EASTBOUND : 
15% WESTBOUND — ONE WAY FARES ONLY, 


applying vo Third Clase, Thied Class A & B, Economy Tourist Class and Tourist Class, be- 
eet tete a hermes ae toarriey tena ee eae 


© ‘ 


The reduction may geben precearacion of wrieeen request frum apprepeists off 
“oe Sdusee aie Sugplenedennny Aggioaieased Wesbeoes . 


b) Commission on such fares shall be sestricted to 


EASTBOUND - 3% 
VESTBOUND - WOT ALLOWED 


e) Fore authorization ce be examined as w continuation following atrial peried of twelve 
(12) (i.e., Seprember 1960). 
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TramePeciic Passenger Conference, D-2 
J. B. Wikeon, Secretary, Sen Franciece, Calif. . 

Coastimmon, By-Law: end Authorusioes 

(lesued February 1, 1961) 


FREE OR REDUCED RATE OCEAN PASSAGE AUTHORIZATIONS: 
21. Tour Parties — 


* Ovient (Interport only, not trans-Pacific)—To pessons of a touring group; reduction ac- 
cording to the number of persons in the group and according to the class of passage; any 
class; focal feree caly; one way of round trip; between ports in the Orient, Yokohama to 
iactusive; as restricted and provided for hereunder: 
may be granted: 
Other Classes 
10% 
1S% 
20% 
20% 
i) “Te Godel tis Of Ge ents qreteg Ginsitntnas’ the’ teductien tttcded te Wickless: 


b) The p shall be a bona fide tour party accompanied by a conductor and traveling 
aueihee the same vessel, ether in one class oF cetatentdalbdts or partly in one 
class and partly in another. . 


c) Commission may be paid on such passages. 


‘12. Cannes lad Mantings — , 


_ Hewaii—To delegates 
ton of 10; a ln empties 


atteading a conveation or mecting; a reduc- 
fares cal; es ; one way or round trip; between 
nd provided for hereunder: 


America and Hawaii; as res 


joan be a Hawn of 
a) The seduction. aoe be eet avs only by sesnimoes conseat Se. eine ot 


b) The reduction be and accredited 
9 cae ott maregererenyrerey others by dee comven 


e) The persons to whom the reduction is grasted hse not restricted te travel by gay one Line. 
‘d) Commission may be paid to authorized sub-agents on such passages. 
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(The document referred to at p. 643 follows:) 


TRANS~PACIFIC PASSENGER CONFERENCE 
CONSTITUTION 
Adopted October 17, 1929 
MEMBER LINES 


American Mail Line 

Canadian-Australasian Royal Mail Line 

Canadian Pacific Steamships, Limited 

Dollar Steamship Line 

Los Angeles Steamship Company 

Matson Navigation Company 

Nippon Yusen Kaisha 

Union Steamship Company of New Zealand, Limited. 


ARTICLE A 


NAME, PURPOSE, AND OPERATION 

(a) Name = The association of common carriers engaged in trans-Pacific passenger 
traffic shall be known as the Trans-Pacific Passenger Conference, with head— 
quarters at San Francisco, California, U.S.A. 


(b) porpose ~ The purpose of the Conference is cooperation between all Member Com 
panies to regulate the sale ami handling of passenger traffic within its juris— 
diction, and generally to coordinate action, harmonize policies, and stabilize 


fares for their mutual benefit and for the general welfare of their. passengers. 


(c) Secretary - The Executive Officer of the Conference shall be a Secretary, who 
shall be en ly and in every respect independent of any of the wember Companies 
and who shall be appointed or dismissed by unanimous vote of all the Regular 
ember Companies, His duties and the conduct of himself and his staff in carrying 
out these duties shall be regulated as provided for in the By-Laws, 


(4) Mana Committee ~ A Managing Committee, as may be unanimously agreed upon 
by the Reciiar Member Companies, shall be established to direct the financial 
operation and business conduct of the Conference offices, and its actions shall be 
final and binding on the Member Companies, except that, for unusual matters, the 


unanimous consent of all the Regular Member Companies shall be obtained, 


(e) Committees - Permanent and Temporary Committees may be established by unani- 
mous vote of all the Regular Member Companies, ard their duties and the procedure 
concerning their activities shall be as provided in the by-laws. The findings of 
these Committees shall be recommendatory only, unless otherwise unanimously au- 
thorized by the Regular Member Companies, and shall not be binding on the Member 
Companies unless unanimously agreed upon by the Regular Member Companies, 
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Trans-Pacific Passenger Conference Page 
: Constitution 


Act, 1916, as amended, thereby become a party to, and any common carrier with- 
drawing from Conference membership shall thereby cease to be a party to, any 
agreements between the member Lines of the Conference (entered into by said 
member Lines in their capacity as Conference members), and any other common 
carrier or other person subject to the Shipping Act, 1916, as amended, provided 
said agreements are filed and approved pursuant to the provisions of said Act 
and contain specific provision for such admission to or withdrawal from partici- 
pation therein. 


ARTICLE D 
PASSAGE FARES AND RATES OF COMMISSION 


(a) Passage Fares - Each Member Company shall determine and fix its own rates 
of passage. Any Member Company decreasing its local fares, or its agreed pro- 
portional fares for through traffic, or converting the class designations of the 
accommodation of ships in such a manner as to result in decreased passage fares 
shall give such notice to the other Member Companies through the Secretary as 
may be unanimously agreed upon by the Regular Member Companies, prior to any 
commitment or offer or announcement to anyone, in order to allow time for con- 
sideration of concurrent or other action by the other Member Companies. 


(b) Adherence - Each Member Company shall adhere to its published fares and 
shall not offer or give free passage or reduced rates of passage to anyone, di- 
rectly or indirectly, or for any special or particular occasion, except as may 
be unanimously agreed upon by the Regular Member Companies. All published 
fares or charges, all departures therefrom, and all rules and regulations govern- 
ing their application, and additions thereto and changes therein, applicable to 
or in connection with transportation of passengers under this agreement to or 
from United States ports shall be furnished promptly to the United States Mari- 
time Commission, Division of Regulation, Washington, D. C. 


(c) Commission = The rates of commission shall be those unanimously agreed 
upon by the Regular Member Companies. 


ARTICLE E 
AGENCIES 


The Member Companies shall confine the sale of their transportation to — 


(a) Companies’. Own Offices—Public Offices owned or rented, or with staffs 
salaried and/or controlled by the Member Company. Such offices may be estab- 
lished at any place, and any two or more Member Companies may jointly establish 
such an office.* These offices shall be advertised only in the name of the 
Owning Company or the participating companies. These offices may or may not 
control agencies, 
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(The document referred to at p. 646 follows:) 


JANUARY 6, 1958 


The President 

Nippon Yusen Kaisha (Buesiness Div.) 
20-1 Marunouchi, 2-Chome 

Chiyoda-Ku 

Tokyo, JAPAN 


RE: PACIFIC WFETROUND CONFFRENCE 
COMBINES INVFSTIGATTCN ACT = CAN ANTA 


Dear Sir(s): 


Attached hereto you will find a copy of a "Special Notice” dated 
December 31, 1957, issued by the P.W.C. quoting the letter sent by the 
Director of Investigations and Reserach, Combines Investigation Act, 

Ottawa, Canada. The quoted letter was eant to the Vancouver, ®.C., 

agents of the P.W.C, member lines maintaining regular scheduled services 
from Vancouver, B.C., to Hong Kong and Manila. To the best of our knowledge, 
BR, W. Greer & Sons, our agents in Vancouver, did not receive this 

letter. 


It is feared that this questioneer: could be the start of a legal 
battle in Canada for the Conference system and the contract rate issue. 
For this reason the ©.W.C. met with Conference council as to the prover 
procedure to be followed in renlying to the Questioneer. 


By Conference action it was decided that Mr. Charles, our Conference 
Counsel in San Francisco, should contact Mr. John I, ir’ of the legal 
firm comnany, “wen & Murphy, as to recommendation and the agents in 
Vancouver will te so instructed. 


We are enclosing a copy of P.W.C. Confidential Memorandum No, ®); 
as prepared by Mr. Bird explaing the Legal Status -f Conferences in 
Canada. 


As this matter progresses, we will advise you accordingly. 
Very truly yours, 


NTOPON VISFN KATSHA 
SAN FPANCISCO BRANCY 


0, AKA PANE 
GFNFRAL MANACPR 
CMN: dw 
ec: Res. Rep., Seattle, w/encl, 
NYK, New York 
Agents, Vancoucer, 
Res. Rep., Los aiexee, w/encl. 


70300 O—61—pt. 3, vol. 1——48 
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(The document referred to at p. 646 follows:) 


PA.aFIC WESTBOUND CONFEREN & 
ff SAN FRANCISCO 
QONTIRENTIAL MEMORANDUM NO. 54 


TO: CONFERENCE MEMBERS JANUARY 2, 1958 
RE: A : CES In 


£ Sr 


The re is ateached he rete fer your interested information letter frem Mr. 
Jen 1. Bird of the British Cobumbie law firm of Campacy, Owen & Murphy 
wtth reference te the shove subject. Mr. Bird's views were sought ia 
couse cthea with cur reesat Nour ceatroversy, however the views expressed 
Cee verte are pertionst te the present tnquiries add reseed oo Lhs Fammom es 
ageuts of momber itmee by Mr. T. D. MacDonald, Director of investigations 


amd Regesr ch. NC oT pala 


wCG/law WwW. C. Galloway, Chairman 
aes. 
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82/13 
CAMPNEY, Owen & MURPHY, 


October 28, 1957. 
PACIFICO WESTBOUND CONFERENCE, 


San Francisco, Calif. 
(Attention: Mr. William C. Galloway). 


DeaR Sms: We have considered the questions raised in your letter of Octo- 
ber 18, 1957, and have examined the Pacific Westbound Conference agreement, 
commodity contract rate agreement and the other papers forwarded to us. 

We propose to answer these questions first and then to comment on the legal 
position of steamship ratemaking conferences in Canada and the manner in which 
their operation may be affected by Canadian legislation of a similar nature to 
the laws relating to restrictive trade practices in the United States. 

You have asked our opinion on five questions : 


1. The legal status in Canada of steamship ratemaking conferences such as the 
Pacific Westbound Conference? 


Steamship ratemaking conferences have no status as such in Canada. The 
conference, association or society is subject to the laws of Canada in the same 
way as any other association. No board similar to your Federal Maritime Ad- 
ministration has been established in Canada to sanction rates and tariffs which 
may be set by owners and operators of vessels carrying goods from Canada to 
foreign ports. The Board of Railway Commissioners considers and approves 
railway freight tariffs. Likewise, the Board of Transport Commissioners con- 
siders and approves rates and tariffs set by carriers of goods between Canadian 
ports. There is no such provision for the sanction of tariffs and rates set by 
a conference such as your own which carries goods between Canada and foreign 
ports. 7 


2. The legal status in Canada of shippers’ contract rate agreements as per copy 
enclosed? 


The shippers’ contract rate agreement would probably be valid in Canada 
provided that a Canadian court could find that the restrictions contained in them 
are reasonable between the parties and consistent with the interests of the 
public. If a court failed to make such a finding it would refuse to enforce 
them as being in excessive restraint of trade. The information which we have 
is not sufficient for us to advise you definitely as to your position. Neverthe- 
less, we are confident that a Canadian court would not be particularly sympa- 
thetic toward any shipper who having voluntarily entered into a restrictive ar- 
rangement with a group of carriers, attempts to escape from the obligations by 
pleading that he has imposed an unreasonable burden on himself. Moreover. 
shippers in this case have enjoyed the benefits of conference regulation for 
many years and apparently only since the fall in the freight market have they 
found it expedient to ship on nonconference vessels. 


3. The legal portent, if any, that ocean rates from British Columbia are mini- 
mum rates? 

Any group or combination of persons which establishes rates which are de- 
clared to be “minimum rates”, is likely to be found guilty of an infraction of 
the Combines Investigation Act, provided however, that our courts must be able 
to find that such minimum rates are detrimental to the public interest. The 
fact that the rates are declared to be “minimum” has, in some cases, been held 
to be sufficient to establish that they are likely to operate to the detriment of 
the public. With the information which we have at hand, we can only say that 
it is possible that the conference agreement is contrary to Canadian law. 


4. The legal position of individual carriers who, under an open rate authoriza- 
tion with a floor rate (such as is applicable to four) quote one Canadian ship- 
per rates higher than the floor level while according other Canadian shippers 
the minimum or floor rates? 


So long as the higher rate quoted to one shipper was not found to be “im- 
proper, inordinate, excessive, or oppressive”, we think the carriers would be 
permitted to charge the higher rate. Close consideration of all the factors in- 
volved would of course, be necessary and our courts would scrutinize closely 
the intention or design of the carriers in charging the higher rate to one ship- 
per while according other Canadian shippers the minimum rate. 
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5. Would the individual carriers legal position be improved were they to re- 
fuse a particular shipper space in their vessels rather than charge such shipper 
rates higher than charged other shippers of the same commodity? 


No. We think the wisest course to adopt would be to charge the shipper at 
a rate higher than that charged other shippers of the same commodity rather 
than to refuse space entirely. 

We have endeavored to keep our answers to your questions as brief as possible 
and we regret that our opinion on the available information is not as decisive 
terms of the conference agreement are such than an investigation by the Re 
strictive Trade Practices Commission is possible, we think that political con- 
sideration may thwart any attempt by the Commission to commence such an 
inquiry. 

We think that it would be of assistance to you if we mentioned a few of the 
salient features of the legislation in Canada which might seriously affect a rate- 
making conference such as your own. Most of the questions which you have 
asked are more or less directly related to one principal problem and that is, 
whether the parties to the conference agreement are inadvertently infringing 
the Combines Investigation Act, R.S.C. 1952, Cap. 314, and/or certain provisions 
of the Canadian Criminal Code, both of which provide heavy penalties for 
restrictive trade practices. We enclose one copy of the Combines Investigation 
Act which incorporates the applicable provisions of the Criminal Code. We 
also attach copies of the relevant provisions of the Combines Act and of the 
Criminal Code, for easy reference. 

Several important factors must be borne in mind in order to understand the 
legal position of a ratemaking conference in Canada. 

1. There is no Federal body in Canada which is empowered to approve and 
sanction rates set by carriers of goods from ports in Canada to foreign ports. 
Under the “Transport Act,” R.S.C., 1952, Cap. 271, owners and operators of 
ships trading between Canadian ports are required to file tariffs and also, under 
the “Railway Act,” R.S.C., 1952, Cap. 234, and the “Maritime Freight Rates 
Act, R.S.C., 1952, Cap. 174, railway tariffs are subject to review and approval 
by the Board of Transport Commissioners, Thus, if we were to assume that 
there was no law or statute in the United States which relieved shipowners and 
operators carrying goods to foreign ports from the full impact of the Sherman 
antitrust laws, the position in the United States would likely to be the same as it 
is in Canada. This is perhaps a loose illustration, for we are not entirely 
familiar with the position of the conference in the United States. 

2. The Combines Investigation Act was specially designed to prohibit agree- 
ments or combinations between persons having, or designed to have, the effect, 
inter alia, of fixing or enhancing prices or transportation costs or preventing 
or lessening competition in transportation. 

3. The Combines Investigation Act was revised and considerably strengthened 
in 1952, and the new act granted extraordinary powers of investigation. Within 
the lust 2 years the Investigating Committee has been very active indeed and 
numerous branches of industry, such as the paper industry, the petroleum in- 
dustry and the fishing industry and many others have been subjected to search- 
ing inquiry by the Commission. Reference to the act itself and to the provisions 
of the Criminal Code are quite sufficient to show the hardship which can be 
inflicted upon a perfectly innocent person “who is being investigated” under the 
Combines Act. For practical purposes, due to the extraordinary procedural 
provisions of the act the person investigated must discharge the burden of 
proving that he is not guilty of any infringement. 


GENERAL OBSERVATIONS 
(1) Combines Act 


The general principle of law is that of complete freedom of commerce. A 
merchant is free to deal as he chooses with any individual member of the public. 
It is not a question of motives or deciding to deal or not to deal; he is free to 
do either. A combination of persons merely for the purpose of forwarding or 
defending the legitimate interests of the trade of those who enter into the com- 
bination is not in itself unlawful; but in view of the wide language of the legis- 
lation which we are considering, it is difficult to say just how far such a com- 
bination can go without violating the law. 

It should be noted that the legislation is so drawn that it is not necessary in 
any prosecution under the Combines Act to prove “mens rea,” that is, guilty 
intention. By the introduction into Section 2 of that Act of such phrases as 


Tr 


— tO he oe 


3 2 © 
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“designed to have the effect. . . .” and “likely to operate to the detriment 
the proof of mere likelihood would appear to be a sufficient basis for the estab- 
lishment of guilt. 


(2) Criminal Code 


Injury to the public by the hindrance or suppression of free competition or 
by enhancing the cost of transportation, notwithstanding any advantage which 
may accrue to the business interests of the members of the combination, is what 
renders an agreement or combination unduc within the meaning of Section 411 
of the Criminal Code and brings it within the ban of that Section. The inter- 
pretation given to the words “unduly”, as used in Section 411, and to the words 
“to the detriment or against the interest of the public”, in Section 2 of the 
Combines Act is, that however advantageous or necessary, for the protection of 
the business interests of the parties the combine may be, does it impose improper, 
inordinate, excessive or oppressive restrictions upon that competition, the benefit 
of which is the right of every one. According to legal decisions in Canada, there 
are four main elements for consideration : 

1. Membership of a combine; 

2. Enhancement of price, actual or potential ; 

3. Lessening of competition, actual or potential : 

4. Detriment to the public interest, actual or potential. 

The trend of the recent decisions on the relevant sections of the Criminal 
Code and of the Combines Act has led to a result which, in our opinion, was 
never in the minds of the legislators and is not sound practical policy. The 
construction to which we refer and which would undoubtedly affect the position 
of the Conference to a very marked extent is, that our Courts have not adopted 
what some American writers have termed “the market behavior test”. In the 
most recent case on the subject, an Ontario Court held that since it was the 
manner or means of lessening competition or maintaining price which is sig- 
nificant, the Court could not look at the results which might be expected from 
the scheme or indeed the results which actually followed. This trend of 
thought has been noticeable over the past two years. As a result our Courts 
have refused to be influenced by the fact that the arrangements which might 
be found to exist in any Combine or Conference are alleged to be reasonable 
and even necessary in the interests of the Conference and of the Industry. 
The following paragraph taken from the opinion of the Court in R. v. Howard 
Smith Paper Mills Limited ( (1954) 4 D. L. R. 161), is worth quoting: 

“In determining whether or not an offence has been established, the Court 
should not consider either the good of the industry or the desirability of restric- 
tion on competition in order that the industry may prosper, nor should it con- 
sider the reasonableness or otherwise of the prices that have resulted from the 
restriction, but only whether the agreement has been for a purpose that would 
entail detriment to the public; that is to be determined by a consideration of 
the agreement itself, and of the overt acts committed in furtherance of it.” 

We have set forth for your guidance some of the principal matters which 
must be considered in determining whether a combination or Conference is 
contrary to the law of Canada. It is now necessary to consider the Conference 
Agreement and the manner in which it operates, or is intended to operate. 


Pacific Westbound Conference 


It should first be noted that none of the members of the Conference appear 
to be Canadian subjects or corporations, but it may be that some of them carry 
on business in Canada. Whether or not the Canadian authorities could obtain 
jurisdiction over them would not appear to make very much difference. There 
is little doubt that the agents of these carriers would be subject to enquiry 
and to the penalties prescribed by Section 32 of the Combines Act. 

There is one further point which is of interest and that is, that the Confer- 
ence Agreement was executed in Vancouver. We assume that this was Van- 
couver, Washington and not Vancouver, British Columbia. 

The preamble indicates that the Conference was established for the common 
benefit of shippers and carriers. In addition, it would seem that one of the 
main purposes of the agreement is the establishment and maintenance of 
freight rates to be charged by Conference members. This is evident from a 
consideration of the whole agreement and in particular clauses 7, 8 and 9 of 
the Rules and Regulations which provide that members having the rate-making 
initiative on a commodity may not change the rate without general Conference 
approval, Members are forbidden to charter at less than Conference rates, 
without permission. Rates from British Columbia are declared to be minimum 
rates in the local Freight Tariff No. 1—X. 
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It would seem that most of the elements of a ‘combine’ referred to on page 5, 
are present. There is undoubtedly an agreement to maintain prices or a com- 
mon cost of transportation (see Section 2 (iii) of the Combines Act). If the 
agreement was or is designed to have the effect of enhancing the cost of trans- 
portation, it would fall within Section 2 (iv) of the Act. There is also the 
possibility that the agreement may have the effect of lessening competition. 
If so, it falls within the prohibition of Section 2 (v). 

The only element which might be lacking and which would render the Con- 
ference quite lawful in Canada is, the fact that the combination might not be 
operating or likely to operate to the detriment of the public. We cannot, of 
course, express any opinion as to whether the agreement would be likely to 
operate against the interest of the public until we have full particulars of the 
manner in which the Conference is operated. We think, however, that we can 
safely say that there is a very likely possibility that this Conference might 
be operating contrary to Canadian law and that if the authorities decided to 
make an investigation, evidence might be available which would be sufficient 
to merit a charge either under the Criminal Code or the Combines Act. 


Political Considerations 


Although we are of opinion that the Conference may be operating contrary to 
Canadian law, we venture to say that we doubt very much whether the Canadian 
Government would authorize any prosecution under the Criminal Code, or even 
an investigation under the Combines Act. There are several significant points 
which occur to us: 

1. None of the carriers who are members of the Conference are Canadian 
citizens and we think our Government would be most reluctant to commence 
an investigation of such a Conference, particularly since its existence and the 
rates prescribed by it have been reviewed and sanctioned by a Department of 
another Government. 

2. Even if the Conference maintains or raises transportation costs, the detri- 
ment, if any, produced thereby, would not appear to be suffered to any great 
extent by Canadian subjects. The buyers of flour in the Philippines or in other 
parts of the Orient might sustain injury, but we do not think that the Canadian 
authorities would be much concerned with their situation. 

3. Although we do not speak with any accurate knowledge, we doubt whether 
the flour industry would be disposed to touch off an enquiry into the propriety 
of the actions of the Conference. Even if such action were contemplated our 
friends might have cause to reflect that, more water glideth by the mill than 
wots the miller of. 

If any of the points raised herein require clarification, or if we have not dealt 
with any aspect in sufficient detail, kindly advise us. 

Yours very truly, 
CAMPNEY, OWEN & MURPHY, 
Per (S) Joun I. Biren. 


ATTACHMENT No. 1. CRIMINAL CODE 
Section 409 
(1) A conspiracy in restraint of trade is an agreement between two or more 
persons to do or to procure to be done an unlawful act in restraint of trade. 
(2) The purposes of a trade union are not, by reason only that they are in 
restraint of trade, unlawful within the meaning of subsection (1). 


Section 411 
(1) Every one who conspires, combines, agrees or arranges with another per- 
son: 
(a) to limit unduly the facilities for transporting, producing, manufactur- 
ing, supplying, storing or dealing in any article; 
(b) to restrain or injure trade or commerce in relation to any article; 
(c) to prevent, limit or lessen, unduly, the manufacture or production of 
an article, or to enhance unreasonably the price thereof ; or 
(ad) to prevent or lessen unduly, competition in the production, manufac- 
ture, purchase, barter, sale, transportation or supply of an article, or in the 
price of insurance upon persons or property ; 
is guilty of an indictable offence and is liable to imprisonment for two years. 
(2) For the purposes of this section “article” means an article or commodity 
that may be a subject of trade or commerce. 
(3) This section does not apply to combinations of workmen or employees for 
their own reasonable protection as workmen or employees. 
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cor? 
Attachment No. 2 


COMBINES INVESTIGATION ACT 


R.S.C. 1952-Cap. 314 


INTERPRETATION 


In this Act, 


(a) 


“combine means a combination having relation to any commodity which 
may be the subject of trade or commerce, of two or more persons by 
way of actual or tacit contract, agreement or arrangement having or 
designed to have the effect of 


(i) limiting facilities for transporting, producing, manufacturing, 
supplying, storing or dealing, or 


(if) preventing, limiting or lessening manufacture or production, or 


(iii) fixing a common price or a resale price, or & common rental, or 
&@ common cost of storage or transportation, or 


{ivy enhancing the price, rental or cost of article, rental, storage 
or transportation, or 


(v) preventing or lessening competition in, or substantially controlling 
withia any particular area or district or generally, production, 
manufacture, purchase, barter, sale, sterage, transportation, 
ingurance or supply, or ; 


(vi) otherwise restraining or injuring trade or commerce, or & merger, 
trust or monopoly, which combination, merger, trust or monopoly 
has operated or is likely to operate to the detriment or against 
the interest of the public, whether consumers, producers, or 
others; 


"Commission" means the Restrictive Trade Practices Commission 
appointed under this Act; 


“corporation” includes 'company"; 


"Director" means the Director of Investigation ead Research appointed 
under this Act; 


“corporation” includes "company"; 


"Director" means the Director of Investigation and Research appointed 
under this Act; 
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COPY ~- Attachment No. 2 Page 2 


Combines Inve stigation Act (Coatinued ) 


{e) ‘merger, trust or monopoly" means one or more persons 


(i) who has or have purchased, leased or otherwise acquired any 
control over or interest in the whole or part of the business af 
another, or 


who either substantially or completely control, throughout 
any particular argaor district in Canada or throughout Canada the 
class or species of business in which he is or they are engaged, 


and extends and applies only to the business of mamufacturing, producing, 
transporting, purchasing, supplying, storing or dealing in commodities 
which may be the subject of trade or commerce; but this paragreph shall 
not be construed or applied so as to limit or impair aay right or interest 
derived under the Pateat Act, or under any other Satute of Canada. 
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(The document referred to at p. 650 follows:) 


ve : 
THIS 18 MYK LINE NY SEPT 31 1999 GA PLS 
DALTON WOLA OUT SEPT 11,1939 TIME 1133 


COTAMI MARU = WE ARE WOW IN RECEIPT OF LETTER FRow me A BI 
ALCOA INTERMATIONAL I 

REQUESTING CONFIRMATION THAT WO STOWAGE 

THEIR CARGO PLS COMFIRM SAME TO THEN 


RIT 


ch PLS 
ln PLS 
OK 


‘\ 


ge 


ALL ABOVE WOTED WIXXXX WE WILL REVERT SHORTLY NY END 
TWD 
' 
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(The document referred to at p. 650 follows:) 


_ 
) 3) 


—_ 


THIS 1g, wYK slew. 19.10 6A PLS 


(reat mae WARY yer io ALU me 


athe see eS 


* ms - ott 
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(The document referred to at p. 650 follows:) 
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(The document referred to at p. 651 follows:) 


April 1S, (980 


Re. Roy ¥. Ti 
Sesame iene 


te eer 

peur epperentiy hameretie i nteniian of ae! me 

@ valuable ecsount, but regret to sev thal ws 

prepriety ef the stetement canteined in your lest 
wmfertunate!y, lapiied thet there en iit 6) seordams 


; er Meet 91! co, we em gen Cf 8) | mite Fee 
pleint agniass cur dedustiag iasideate! charges such as, entry, truckiag, 
eerege aed Let tome aetion whieh are refeses ss Gromer! 
Neretefere, we heve edhered te eur standing practice of settling claias 
stricely on CIF basis es stipulated in tre bil! of lesing agrenasnt. 


teupver, if such polliey should be dstriaenta! to cur business re- 
etiens with this perticuler custemer, than there arises @ question as 
to wrether eur besic policy should be change! te e| law ansorpticon of 
eines their carge offerings sess to be coni|ngat 
Siena we ere taking this astter w wi th 
1) es with Tokye Breach which ectuslly books this 
\f cowesssions ean se made to the 6ons/ gues. 


lea axy event, heuswer, you are te aste thet Custos avtics which 
ere legally refundable en shertianded carge she!! act be berus by the 
carrier. The enly exception to this rule is when the ¢reportiansd asty 
ts lees than $3.08, an emeunt the Castems wi!) not refund for mesen of 


ele) cepa 
we shell ancify you of aur Read Offices decision on this antter ta 


Very ifvuly yours, 


MUPPOn TUSER RAI SHA 
SAM PRAM SLs BA 
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\ JS f YW KG, ce 
canes seemEEe Nehfon Vason y are ee Casts one Caene ive. dean's 


?. 0. Ges seee 
Meneus. T 


OWNER® SEPRERENTATIVE 


Hanolula, FH Pe 


Los Angeles 17, Cal‘fornia 
Attention: Mr. J. Obbare 
Gert 1 same § 


I am enclosing our cheek for $86.22 covering your Clains as per your 
lettersef Ustober 14 and November 24, 1958. 


Our San Francisco office has reduced the amount by takiug inte ecsountd 


thet A.P.L. is paying the amount as submitted by yeu. 


Very truly yours, 
WIPPON YUSEE ‘Ui Urs 


R. Y. Tokai 
Qumer’s Rapresentetive 
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(The document referred to at p. 652 follows:) 


AMBALA BASTouU.D HEIGHT ULB: ELLE 
Tokyo 


MEMD CIRCULAR Nu. JLA-6/59 
3 February 1959 | 


* 
3 


re ee by spmber line due to having grantei 
shipper during the month of December 1958. 


“whe ap eatun Mess EAsTOOUD, naan COMMER, 
ote % ‘ _ 
D. P. Latte, Chairman a 


- 


a” Cea 
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(The documents referred to at p. 653 follow:) 


JAPaN-LALIN AMSHIGA 2aeoT BOUND Fru! CU otter 
‘TOK 70 
MnO ClnCUink NO. JLA-42/59 
4 duly ly59 


MALPRACTIV. Fit.S - Yimh uF } 
We record below a recapitulation of malpractice fines assessed during the year 
1958. This recapitulation is Jiven per the instructions of the Malpractice 
Committee. 
Ne. of 


Member Line Month  Meloractice . 


. Daido Kaiun Kaisha Mar. 
Oct; 


Kawasaki Kisen Kaisha 


oF 


+ 


2 


Mitsui Line 


Nippon Yusen Kaisha 


se 
Ww 


28 


% 


Se 
Bgeeeeee8 


MMMM OWOanN 
a . 
ow 
an 
how 


‘ 


eS O0,00 
. ¥) 27 237,00 =i 


#_-5,576,00_ 
¥ 5,576.00 


¥ 5,495.00 
—ui: 


‘Osaka Shosen Kaisha 


United States Lines 


Yamashita S. S. Co. 


l 
sheet 
2 
1 
1 
1 
z 
3 
1 
1 
1 
3 
a 
u. 
; ee 
+ 
4 
1 : 
, 1 
1 
1 
1 
1 
2. 
5. 
1 
1 
‘aniline 
22 
ina, 
l 
1 
. ae. 
2 
1 


_. DP. Gillette, Chairman 
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e wv « 
JAPAN-LATIN AMERICA EASTBOUND FREIGHT CONFERENCE 
Tokyo 


MEMO CIRCULAR NO. JLA-39/59 
24 June 1959 


TO ALL MEMBERS : 


MALPRACTICES - DECEMBER 1958 THROUGH APRIL 1959 
A } TON NTRA P 
Please refer to Memo Circulars, JLA-6/59, 16/59, 26/59, 31/59, and — 
44 /S$9, Your Malpractice Committee met and reviewed the malprac- 
ticee for the months of December 1958 through April 1959, and 
have decided that Member Lines listed on the attached be assessed 


a fine of 85,000 plus 25% of the difference in freight. 


Your Committee has instructed the Conference Chairman to issue 


debit notes to the Member Lines involved. 


Ds P. Gillette, Chairman 


70300 O— 61—pt. 3, vol. 1—_—49 
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Malpractice 
Member Lines Number 


| 
| December 1958: 


iNippon Yusen Kaishe 


| uary 1959: 


[Nippon Yusen Kelohs 

| 

| Februdéry 1959: 

[Daido Kaiun Kaisha 
|'Kawasaki Kisen Kaisha 


|Maersk Line 


|Nippon Yusen Kaishs | 


wenkPnke! & unr 


ee 


| patee Kaiun Kaisha 
ee Kisen Kaisba 


Nippon Yusen Keisha 


April 1959: — 
Kawasaki Kisen Kaisha 
Nippon Yusen Kaisha 


REGULATED INDUSTRIES 


25% of $ 4.00 


5, 360| 


25% of $ 3.16/8 5,284) 
es tis 


25% of $12538'8 6,112 
25% of $ 6.03)% 

254 of $ $.58\8 

25% of $12.37.8 

25% of $ 3540 s 

25% of $ 2,75\% 

258 of $ 2.75\8 

25%. 

25 


258 of $.2576)% 


25% of $ 4,67/8 

25% of $14,60\8 
25%. of $12.46\8 
25% of $ 4,00)8 
25% of. $14.96 = 
25% of $ 2.78) 


ivialeidle 


25% of 496.37 uta, oa 
25% of hoo 5 + 93 
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JAPAN-LaTIN AMEKI es EASTBOUND FKEIGY? CONFERENCE 
‘okyo f 
MO CIRCULAR MD. JLA-15/59 
2 February 1959 y 


ae 
. ( 
~_ WALPRACTICES-OCTOBER AND ROVAMBR, 1958 


¢ Please refer to Memo Giroulars, . JLA-96/58; and 3/59. Your Malpractice 


Committee met and reviewed the malpractices for the mtigof October and 
Hoverber 1958, and have decided that Member Lings listed below be assessed 
6 ee ene RRORG 
mnlgpeaniogne : 


Temehite 8.8. Co. 


-- - To. 


@&. 
i 2 a 


Tour Committes has ue i. Sastre Shira to sans di 


eaten; te Chg bee ; wed a6 apeve 
‘6 ‘ o > ty 6 
a a ns ys 3 7 oe a9" ¢, + : bap ie ie"? 
ht ak i Rt ro : 
JAPAN-LATIN AKERICA EASTBOUND FREIGHT CONFF.«i:C2 
" D. P. Gillette, Chairman 
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JAPAN-LATIN AMERICA EASTBOUND Fx®IGHT CONFENBNCE 
Tokyo 


MEMO CIRGULAR Nu. JLA-16/59 
3 March 1959 
MALPRACTICE = MoNTH OF JANUARY 1959 
Attached is statement of malpractice by member sine due ue having granted 


contract rate to non-contract shipper during the month of Jamary 1959: 


won ioe mx | 


$ 3.16 


_ 
at a 


JAPAN-LATIN ANBRICA BASTBUUND PRKLOHT: GUNFERICE 
D. P. Gillette, Chaisman ‘ 
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JAPAN-IATIN AMERICA EASTBOUND FREIGHT CONFERENCE 
Tokyo - 


MEMO CIRCULAR NO. JLA~26/59 
6 April 1959 


Attached are statements of malpractice by member lines due to having granted 
contract rates to non-contract shippers during Line month of February 1959. 
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NYM 
3 : 
JAPAN-LATIN AMERICA EnSTBOUKD FREIGHT CONF LRENCE 
"  Tolkyo 


MEM CIRCULAR NO. ‘sa 30759 
ia iy 1959 | 


WALSRACTICE ~ MOWTH OF KARCH 1959 


Attached is statement of mlpractice by member Lines due to having granted 
comtract rete to rion-contract shippers during the month of March 1959. 
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orrmees fe 


, Ota Nya 


JAPAN-LATIN aM:KICA EASTBOUND FREIGHT CONFERENCE 
Tokyc . 


MEMO CIRCULAR MO. Jla-31,/59 
15 Jum 1959 


; \ 
MALPRACTICE - MONTH OF APRIL 1959 


Attached 19 statement of malpractice by Member Lines due to tnving granted 
contract rate to nom-comtrect shippers during the month of April 1959. 
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ra 


SAPAN-LATIN AMERICA EASTBOUND PREIGHT CONFERENCE 
Tokyo : 


MEMO CIRCULAR HO, “JLa-45/59 
ll August 1959 : 


 MALPRACT IGE @- MONTFS «© ar/ ro r9se , 
Woy 


Attached ic statement of malpr.ctice by Membe# Line due to having 
granted contract rate td don-contract shipper — the moache 


ef — 1059. 


avr 


RO, OF 
SAILINGS 


. .* 2 
JAPAN-LATIN AMERICA EASTBOUND FREIGUT CONFERENCE 


iw 


_, De Pe Galidtte, Chaérman. <0" 
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MISRATING IN CONNECTION WITH NONCONTRACT SHIPPER 
NIPPON YUSEN KAISHA, JUNE 


Ship and voyage number: Ayomoi Maru Voy. No. 15-Out. 
Loading port and date: Kobe, June 21, 1959. 
Destination: Valparaiso. 

Bill of lading number: 9. 

Shipper: Fuji Kogyo Co., Ltd. 

Commodity: Auto parts. 

Date executed: (Not entered). 

Quantity: 1,832 pounds. 

Rate charged: M/M. 

Freight: $42.25. 

Rate should be: $46.25. 

Difference of freight: $4. 
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ay 4 . 


JAPAN-LATIN AMERICA EASTBOUND FREI CONFERENCE 
Tokyo . 


MEMO CIRCULAR NO, JLA-$51/59 
19 October 1959 


a 
‘ 


S; 


eee aoe - MONTH OF AUGUST 1959 
ANTED TO _N NTRACT S 


Attached is statement of. anlgeainos by Member Lines due to having 


granted contract rate to non-contract didypers during the month 


of August 1959, 


| ; ; ' c . 
i NO. TOTAL LOSS IN 
| SAILINGS | REVENUE 


Nippon Yusen Keisha 12.75 


Osaka Shosen Kaishe | 2.75 4 
3 | $20.80. ta | 


JAPAN-LATIN AMERICA EASTBOUND FREIONT CONFERENCE 
D. P. Gillette, Chairman 


Attachment 
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JAPAN-LATIN AMERICA EASTBOUND FREIGHT CONFERENCE, TOKYO 


Memo Circular No. JLA-82/59. 
December 16, 1959. 
To All Members: 


MALPRACTICE—MONTH OF OCTOBER 1959—-CONTRACT RATE GRANTED TO NONCONTRACT 
SHIPPERS 


Attached is statement of malpractice by Member Lines due to having granted 
contract rate to noncontract shippers during the month of October 1959. 


Member lines Number of | Total loss in 
sailings revenue 





Barber Wilhelmsen Line $12. 68 
Fern-Ville Far East Lines 29. 03 
Nippon Yusen Kaisha | 30.14 
Osaka Shosen Kaisha 3.72 


75. 57 


D. P. GrttettTe, Chairman. 
Attachment. 
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JAPAN-LATIN AMERICA LaAolcGUND riciGHT CONFRENCE 
. Tokyo 


MEMO CIRCULAR NO. JLA-67/59 
20 November 1959 


TO ALL MEMBERS: 


MALPRACTICE - MONTH OF oEPTEMBER 1959 
RATE GRANT..D TO NON-CONTRACT SHIPPERS 


Attached is statement of malprattice by Nembcr Lines due to having granted contract 


rate to non-contract shippers during the month of September 1959. 


Miteui Line’ 
Nippon Yusen Kaisha 


D. P. Gillette, Chairman 
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MONOPOLY PROBLEMS IN 


762 


(The document referred to at p. 655 follows:) 


§ 
5 
4 
: 
; 
, 
. 
é 


i pment, please telegraph ms, anc we will tame immediste setion ia cmekeevor io. 
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Sal FRANCISOO BRANCH 
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(The document referred to at p. 660 follows :) 


SFB-1981 
October 27, 1959. 
Re outside competition, Acapulco. 
TRANSMARINE NAVIGATION CORPORATION, 
Agents, Nippon Yusen Kaisha, 
Los Angeles, Calif. 


Dear Sirs: We are in receipt of your letter of October 21, 1959, in reference 
to the Agent of Daide at Acapulco acting also as Chancellor for the Royal Vice 
Consulate of Norway, and consequently being in a position to obtain certain 
information for his Principal, the Daido Line. 

We would appreciate information just why the Consulate of Norway should 
be given information of cargo moving from Acapulco to Caribbean Areas and 
not to Norway. It is difficult for us to believe that all Consuls are given in- 
formation of all cargo moving to various destinations. 

In reference to the Daido Line, as you know, their service consists of only 
one vessel calling every three (3) months at Acapulco. This vessel continues 
on to the East Coast of South America and it is one of the vessels of the Three 
Line Operation, mainly Mitsui, Daido and NYK, so consequently Daido is not 
in a position to offer regular monthly service from Acapulco. We believe that 
this will greatly assist your Mexico City Agent in soliciting cargo for NYK, 
inasmuch as we offer a regular scheduled monthly service. 

In discussing rates with the Transpacific Transportation Company, San Fran- 
cisco Agents for Daido, they advised us that they have given their Mexico City 
Agents full authority to quote whatever rates they deem necessary in order to 
obtain the cargo. Their Mexico City Agents advised Transpacific Transporta- 
tion Company that they originally intended to quote the rates as quoted in the 
old Grace Line Tariff, but have found that the NYK Line were under-cutting the 
rates as mentioned. We explained to the Transpacific Transportation Company 
that any under quotation of rates made by NYK was made only for the purpose 
of meeting competition to Caribbean areas for vessels calling at Vera Cruz and 
Tampico, and that we have always endeavored to maintain the Grace Line 
rates, or the rates from the Pacific Coast to Caribbean Areas whenever possible. 

We would greatly appreciate your keeping us closely advised of any rate 
quotations quoted by Daido at your end. 

Very truly yours, 
Nippon YUSEN KaIsHaA, SAN FRANCISCO BRANCH, 
O. AKABANE, General Manager. 


ce: NYK Res. Rep. Los Angeles, Transportadores Maritimos S.A. Mexico City, 
H/O NYK Business Div. 


(The document referred to at p. 660 follows :) 
JANUARY 21, 1958. 
Re freight rate on fish meal. 
THE PRESIDENT, 
Nippon Yusen Kaisha (Bus. Div.), 
Tokyo, Japan. 

DeaR Srr(s) : Reference is made to your letter AL—1 under date of January 
6th in reference to the freight rate on fishmeal from the west coast of South 
America to Mexico. We note in this letter that you have authorized our Agents 
to book the fishmeal on the Kyoyu Maru on the same basis as indicated by the 
Chilean Line of $25 per ton, instead of $30 per ton, as in the past. 

As you know, ourselves, Grace Line, Chilean Line, Grancolombiano and others 
have a gentleman’s agreement to quote the same rates for cargo moving south- 
bound from Mexico and Central American ports to west coast South America, 
and we believe that the same conditions should apply for cargo moving north- 
bound from Chile, Peru, and other west coast ports to Mexico and Central 
America. We believe that there should definitely be uniform rates in this trade, 
as otherwise the lines will be competing between themselves for the cargo and 
the only one benefiting from the lower rates will be the shipper. 

In this particular case, Gildermeister in Peru, who is the shipper is also the 
agent for the Chilean Line as well, and believe that the lower quotation of $25 
per ton was used for only one purpose, that is for taking the cargo away from the 
Kyounu Maru. We also believe that the only one benefiting from this reduction of 
freight rate were the shippers or consignees as the cargo would have been sold 
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on the basis of freight rate of $30, irrespective of who lifted this particular cargo. 
In reference to freight rate on fishmeal from the west coast of South America 
to U.S.A. Pacific Coast ports, as you will note from previous letters exchanged 
with our Resident Representative at Lima, that this matter has been fully dis- 
cussed by the Conference in San Francisco. In this particular case the Chilean 
Line were quite persistent in reducing the rate to $25, but Grace Line and all 
other members felt that the business should continue at the rate of $30. We 
believe that our Resident Representative at Lima should endeavor to negotiate 
an agreement with the Chilean Line, Grancolombiano and others to stabilize 
northbound rates from the west coast of South America to Central America 
and Mexico, and if you so desire, we will be glad to discuss this matter with the 
agents of the Chilean Line, Grancolombiano, Grace Line, ete., in San Francisco. 
Very truly yours, 
Nrppon YUSEN KAISHA, 
SAN FRANCISCO 
BRANCH, 
O. AKABAME, 
General Manager. 


(The document referred to at p. 661 follows :) 


SFH-106 
FEBRUARY 20, 1958. 
Re freight rate, fishmeal, Peru/Mexico. 
THE PRESIDENT, 
Nippon Yusen Kaisha (Business Div.), 
Tokyo, Japan. 

Dear Sir: We are in receipt of your letter No. AL 23 under date of January 
31 and have carefully noted your remarks in same. 

For your guidance, as you are no doubt aware, Grace Line quotes various 
rates on cargo moving from Mexico and Central America to the west coast of 
South America, as well as to Caribbean ports, and the lines servicing this area 
have a gentlemen’s agreement between themselves to observe the rates as quoted, 
with the exception of large lots of beans etc. Also, Grace Line publishes a joint 
freight tariff No. 1 to apply on commodities moving from the Panama Canal 
Zone to the Pacific Coast ports of Central America. These rates are observed 
by Marmenic Line and the United Fruit Company and other lines serving this 
trade. Also, we understand that at the present time Grace Line has a tariff 
quoting rates from the west coast of South America to Central America Pacific 
Coast ports, following the Straits & Magellan Tariff, but there has been no agree- 
ment between the various lines involved to observe rates as quoted in this tariff. 

It has been proposed that Mr. Ray Burley, Chairman of the Latin/American 
Conferences be appointed as Publishing Agent of these various tariffs, instead of 
Grace, and it has also been suggested that he include in the group tariffs pub- 
lished by his office, rates covering the movement of cargo from the west coast 
of South America to Pacific Coast Central America and Mexican ports. The 
majority of the lines are in favor of this, but at the present time nothing definite 
has been decided. We personally think it would be a very good idea to have 
Mr. Burley publish the various tariffs involved instead of Grace Line. 

We will keep you very closely advised in reference to any developments in this 
matter. 

Very truly yours, 
Nippon YUSEN KaIsHa, SAN FRANCISCO 
BRANCH, 
O. AKABANE, General Manager. 


(The document referred to at p. 662 follows :) 
SF B-1238 
JuLY 16, 1958. 
Re electrical ovens, Acapulco/Port of Spain. 
L. J. WirLtAMsS MARKETING Co., L1D., 
Agents, Nippon Yusen Kaisha, 
British West Indies. 


Dear Srrs: We are in receipt of your letter of July 5 in which you advise 
that the rate quoted to you of $42.50 W/M for Electrical Ovens from Acapulco 
to Port of Spain is considered too high by the consignees at your end. 

For your information, all lines carrying cargo from the west coast of Mexico 
to Caribbean ports have a gentlemen’s agreement in which they will quote from 
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Mexico to Caribbean ports the same rate as applied from U.S. Pacific ports. 
Consequently, the rate of $42.50 is the rate applicable from California. 

However, we realize that the cost of moving the electrical oven from Mexico 
City to Vera Cruz is the same as moving from Mexico City to Acapulco, and 
we are quite willing to meet any quotations that can be obtained at your end for 
the shipment from Vera Cruz to Port of Spain. We will appreciate your check- 
ing this matter and advising us at what rate this oven can move from Vera 
Cruz and on receipt of your information, we will advise you further on the 
matter. 

Very truly yours, 


NrppoN YUSEN KaisHa, SAN 
FRANCISCO BRANCH 
O. AKABANE, General Manager. 


(The document referred to at pp. 648 and 664 follows:) 


SFH-148 


MARcH 6, 1958. 
Re port of Ensenada 


The PRESIDENT, 
Nippon Yusen Kaisha (Business Div.) 
Tokyo, Japan 


Dear Sir(s): We have already forwarded to you full information in reference 
to the development of Ensenada as a cotton export port on the Pacific coast. 

As a result of Ensenada being declared by the Mexican authorities as a port 
suitable for the export of cotton, there has been several various expressions of 
opinion into just what this means in reference to the movement of not only 
Mexacali cotton to Ensenada, but also the effect on the rates and terms on Amer- 
ican cotton moving from San Diego and Los Angeles to Japan. 

We understand that the trucking costs of moving cotton from Mexicali to 
Ensenada, landed on the dock at Ensenada, costs about $2.11 per bale compared 
to similar costs on cotton moving to San Diego of $2.50 per bale. These costs 
are predicated upon the present trucking arrangement being quoted by the Mexi- 
can Trucking Lines at Ensenada. However, the highway between Mexicali and 
Ensenada is very steep and windy, and goes up to an elevation of 4,000 feet. 
The road, while it is well paved, is exceedingly windy and it remains to be seen, 
that after actual experience, whether or not the Mexican truckers will actually 
move the cotton at the rates now being quoted. Furthermore, the road between 
Tijuana and Ensenada is an oiled road, and will not stand up under heavy 
traffic. To overcome this, we understand that the Mexican Government is build- 
ing a new road from Ensenada to Mexicali, bypassing Tijuana and they expect 
to have this road ready for use by the next cotton season. Also, we understand 
that at the present time approximately 80 percent of all of the Mexicali cotton 
has actually been shipped, and there is very little cotton remaining at Mexicali 
for shipment during the present cotton season. However, part of this cotton is 
no doubt in storage at San Diego. We also understand that there has been sev- 
eral thoughts by the various cotton shippers to move the cotton actually in storage 
at San Diego to Ensenada for shipment. The shippers feel that on account of 
the fact that the cotton can be shipped on a “collect” Yen basis that it will be to 
the benefit of all concerned, to move the cotton now stored at San Diego to En- 
senada. However, we believe that the cost involved, as well as the various diffi- 
culties encountered will make this movement unprofitable, except on the basis 
that some of the lines carrying cotton from Ensenada would make some refunds 
of the costs involved in moving San Diego cotton to Ensenada. Whether this 
is done or not is questionable, as it is very difficult to prove that such is being 
done. Very frankly it is our own opinion that there will not be too much cotton 
moving from Ensenada this cotton season, but we definitely feel that practically 
all of the Mexicali cotton will move through Ensenada during the forthcoming 
cotton season. There is also a possibility that some of the Arizona cotton might 
also move through Ensenada, providing it can be arranged between the United 
States and Mexican Government authorities. 

In view of this, we do not think there is any question, but that we must 
plan next season to have our vessels call at Ensenada, and we also feel that 
next season the percentage of cotton moving through San Diego will be dras- 
tically reduced. No doubt the port of San Diego will make special induce- 
ments to the Arizona cotton shippers to hold their movement of cotton through 
San Diego, instead of through Ensenada. We also feel that due to the fact that 
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the Mexican Government has spent a very large amount of money in develop- 
ing the port of Ensenada, that the Mexican Government will no doubt issue 
some directives preventing the movement of Mexicali cotton through San 
Diego or Los Angeles, and direct the flow of this cotton through Ensenada. 

In reference to the facilities at Ensenada, we feel that there is no question 
but that if the cotton movement is directed through this port, that all the neces- 
sary facilities will be made available, and plenty of Mexican stevedores will 
be available for loading any cotton that is moved through Ensenada. Also, we 
feel that if sufficient traffic warrants, a towboat will also be made available at 
Ensenada for use of vessels, if same is actually required. 

The movement of cotton through Ensenada will no doubt have a drastic 
effect on American cotton moving out from U.S. Pacific coast ports, unless some- 
thing is arranged to stabilize the freight rate from Ensenada to Japan, at 
least on the same basis as cotton moving from U.S.A. Pacific coast ports. At 
the present time the rate on cotton from Guaymas to Japan is practically the 
equivalent of the cotton rate from U.S.A. Pacific coast ports to Japan, with the 
exception of the elimination in the Mexican cotton rate, of a rate for 27 pound 
density, which we understand is supposed to be applicable to Murray type bales. 

We also feel that every effort should be made to stabilize the freight rates on 
cotton moving out of Ensenada. 

The American Lines are very much worried with the Ensenada situation, 
and they have made several suggestions that Ensenada be included within the 
scope of the Pacific Westbound Conference. However, this will take the unani- 
mous consent of all present PWC members, and we feel that under no circum- 
stance shall the PWC include Ensenada, for the following reasons: 

1. If Ensenada is included, that any rule such as payment of freight, freight 
rates, etc. can be changed by only 34 majority. 

2. That we will no doubt come under the jurisdiction of the FMB, and we 
feel that this should be elminated at all costs. 

We believe that the stabilization of the freight rate, as well as the practices 
involved at Ensenada can be accomplished by a separate agreement, signed by 
all interested lines, the same as was done at Guaymas. This will have the same 
effect as bringing Ensenada within the scope of the PWC and would at the 
same time stabilize the various freight rates and conditions. 

We also feel that now is the opportune time to request both the PWC and 
FBC to permit “freight collect” in Yen on cotton shipments moving from U.S.A. 
ports, as no doubt cotton moving from Ensenada will move “freight collect” 
the same as from Guaymas and from Central America, which will give pref- 
erence to the cotton shippers from Mexico and Central America over the cotton 
shippers from the U.S.A. However, we feel that the request for “Yen Payment” 
should come directly from the Cotton Consignees’ Associations in Japan as well 
as from the shippers, rather than from an individual Steamship Line, as a re- 
quest from the shippers and consignees would bear more influence than from 
an individual steamship line. 

We will keep you closely advised as to any further developments in this 
matter. 

Very truly yours, 
Nrppon YUSEN KAISHA, 
San Francisco Branch. 
O. AKABANE, 
General Manager. 
ec: Transmarine Navig. Corp. L.A. 
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dune 23, 1958 


om Pree | Genet 
Fk Prey Meme warmer. | 


(8) onde tly 
Tokyo, JAPAN 


SERENA 
Beer Sir(s): 


we ere enclosing herewith letter deted June |7th from eur etterney's 
office expressing their lege! view en Ensenede. 


From the letter the asin polats ere: 


-« Gnsenede should be covered by 6 seperate egreemeant of ccafersace 
wet lacleded fm tiem mee be om eee egreements filed with the FMB 
the Put or PCEC. 


te theele possibility ef the MB requiring doller peyaent 
» but there is e possibility thet they aignt force the PC 
fer extten aoving cut of California to aset enistiag 
ee 


© thet ws continus oxy present policy of yen 
end feel thet it is only « astter ef ties belere 
£ airum Gi abs aimee de see nah a 


Very truly yours, 


NIPPON YUSER KAISHA 
LAN FRANC S69 BRAC H 
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(The document referred to on p. 665 follows :) 


AC No. 64 


Nippon YUSEN KAISHA, 
Tokyo, July 9, 1958. 
Messrs. AMERICAN PRESIDENT LINES, 
San Francisco, Calif. 
(Attention: Freight Traffic Dept.) 


Deak Srrs: I am in receipt of late Mr. Finnesey’s letter dated 19 June, regard- 
ing the Hongkong/Latin American rates, your file No. G—203. 

I would refer to your remark that your previous understanding was to the 
effect that the Japanese Lines would be willing to enter into a uniform agree- 
ment which would provide for identical direct and transhipment rates, and wish 
to point out that this is contrary to the facts. The facts are that only NYK 
Line among the Japanese Lines had been willing to enter into such uniform 
agreement, while Kawasaki and Mitsui had consistently been opposed to identical 
level of rates for direct and transhipment services. We, NYK Line, had made 
numerous approaches to both of these lines in the past months with a view to 
persuading them to agree to a unified tariff, but all to no avail. Both Kawasaki 
and Mitsui have been flat in their declination of our proposal. 

Under the circumstances, and unless you wish to leave the situation completely 
uncontrolled, it appears to me that the following comprise would be the only 
workable solution : 

(1) To those ports where direct calls are currently provided for: 5 percent 
lower rates by direct vessels. 

(2) To all the balance of the ports: same rates by both direct and indirect 
vessels. 

(3) If desirable, the above to be put into effect on 6 months probationary 
basis and to be reviewed on the expiration of the 6 months. 

I may add that I am fairly confident that Kawasaki and Mitsui would be 
agreeable to the foregoing. 

Incidentally, until the matter is finalized, and in view of the adamant posi- 
tion taken by Kawasaki, Mitsu and other direct lines, we have no alternative 
but to reserve our right of quoting competitive rates. 

Yours faithfully, 
Nippon YUSEN KAISHA, 
Y. Artrosnt, Managing Director. 


ec: Mr. Von Sydow, NYK Hongkong, San Francisco 


(The document referred to at p. 666 follows :) 
SFB-1855 
OcToBEeR 27, 1958. 
Re J. C. Pomeroy (San Francisco), Asahi Bussan (Tokyo). 
THE MANAGER, 
Nippon Yusen Kaisha (Tokyo Branch), 
Tokyo, Japan. 

Dear Str: We confirm our telex 66 of today’s date: 

“Urgent 66 Pomeroy here contracting with Asahi Bussan shipment approxi- 
mately 50 tons heavy dock equipment consigned Pomeroy Hawaiian dredging 
Kuwait International Co. Kuwait January shipment our vessel. Contact Asahi 
Bussan for routing NYK. Pomeroy contracting f.o.b Japan with freight prepaid 
in sterling at destination advise results soonest. 

Mr. Cuffe, President, PFE, has again personally recommended to the large con- 
struction firm of J. C. Pomeroy, the use of our services directly/indirectly in 
arranging for the forwarding/shipment of heavy dock installation equipment 
they are now purchasing from Asahi Bussan, Tokyo. It will be recalled that 
PFE made a similar recommendation and that head office arranged for the han- 
dling of the SS Beljeanne to load heavy construction equipment on a PFE vessel 
at Yokohama several months ago also consigned to Kuwait. Head office arranged 
for Toei Kaiun Sancyo K. K. to handle this vessel. 

The particulars of this shipment are as follows: 

(1) Cleats and bolards for the installation on an oil loading pier at Kuwait. 

(2) Supplier Asahi Bussan (Tokyo) with the price based on f.o.b. vessel 
Yokohama. 

(3) The shipper is to be designated later. 
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(4) The consignee will be Pomeroy Hawaiian Dredging (Kuwait) Interna- 
tional Kuwait. 

(5) January shipment. 

(6) Pomeroy desires that we act as/or appoint a forwarding agent to prepare 
all documents. 

(7) Shipment is to be made on a NYK vessel. 

(8) Bills of lading instructions will be issued later, but it is indicated that 
freight is desired to be paid in sterling at destination. 

Very truly yours, 


NIPPON YUSEN KAISNA, SAN FRANCISCO 
BRANCH, 
O. AKABANE, General Manager. 


Bee: Mr. 8S. Kikuchi, H/O NYK Tokyo ( Business Div.). 

DEAR KIKUCHI-SAN : This business again comes to us through the personal rec- 
ommendation of Mr. Cuffe, President of PFE, who called me and asked me to give 
this my personal attention, for as you may or may not know, Pomeroy is one 
of PFE’s biggest accounts and also Pomeroy are financially interested in PFE. 
Mr. Cuffe was so highly pleased the way you handled the husbanding of the 
SS Beljeanne through our subsidiary, Toei Kaiun Sangyo K. K., that he wanted 
me to give this my personal attention also. For your private information, 
Pomeroy are placing this order with Asahi Bussan today and are establishing 
a letter of credit through the Bank of America, Tokyo. Since Mr. Cuffe is so 
personally interested in this, I would appreciate it very much if you would have 
whoever will be handling this particular business keep us closely advised of all 
shipping arrangements so that I can, in turn, keep Mr. Cuffa and Pomeroy fully 
advised. 

YOROSHIKU, 
ELLioTT J. SPEAR. 
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(The documents referred to at p. 666 follow:) 


Translation NYN - 109 


TOKYO - NEW YORK 736 TOKYO QOT. 15. 
SAN FRANCISCO CARBON COPY OSAKA 


20/33 (A) IN ORDER TO MAINTAIN THE FREIGHT RATES OF MEXICAN AND AMERICAN 
COTTON, THE SHIPPING LINES CONCERNED - NIPPON YUSEN KAISHA, [UNITED?] 
STATES LINE, K [KAWASAKI KISEN?] LINE, AND MITSUBISHI [STEAMSHIP CO.] - 
ARE DESIROUS OF AVOIDING LOWERING OF RATES FOR CENTRAL AMERICAN COTTON, 
(B) DUE TO THE MITSUBISHI CASE, THE CENTRAL AMERICAN COTTON MARKET HAS 
BEEN UPSET. ‘THEREFORE, RAW COTTON IMPORTERS WILL CONCENTRATE ON 
AMERICAN COTTON, AND EVEN IF RATES FOR CENTRAL AMERICAN COTTON ARE 
LOWERED, THERE WILL BE NO DESIRE AT PRESENT TO HASTEN SHIPPING. THEIR 
ATTITUDE IS ONE OF WATCH AND SEE. 

(C) BECAUSE NO EFFORT HAS YET BEEN MADE TO SELL ANDERSON'S 15,000 

BALES INTO JAPAN, IT IS TO BE THOUGHT THAT THEY ARE DESTINED FOR OTHER 
AREAS. THERE SEEM TO BE NO ARRANGEMENTS FOR SHIPPING SPACE MADE AS 
YET FOR WEIL'S 25,000 BALES, 

(D) WE HAVE AN UNDERSTANDING WITH BOTH FIRMS, AND A 50 PERCENT DISCOUNT 
WILL COMPLETELY REMOVE ANY PROFIT, NOR ARE we INTERESTED IN A JOINT 
CHARTER [ARRANGEMENT]. 
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ThNYTIG TOKYD 25 OCT 
SANFRANCISCO CC OSAKA 


20, 23(AAA)KAKUKANKEI SENSHA °NYK STATES K LINE MITSUBISHI- NC 
[(lOWA MEXICO SEIMENNO UNCHIN IJINOTAME CHUBEIMENNO RATE KIRISACCY: 
= z 
KALKISHTTAL “ 
(B38) MENKA IMPORTER WA MITSUBISHI CASE NITE CHUBEIMEN MARKET Wo 
ARASARETANODE BEIMENNI SENSHIN SURUYYE CHUBEIMEN RATE KIRISAGEO 


SHITEMO UNYUWO SOKUSH INSUR IKOCWA MOKKANO TOKORONAKU WATCH AND 


SE We TATOCDEARU 

(oC) ANDERSON 15000 B/S WA MADA NIHONNITE URIKCMIWO OKONATTE iNAI 
KARA TACHIIKI MUKEKATOMO OMOWARERU WEIL 25000 B/S WA SENPUKUTEATE 
DEKITENAL MoYOO 

(pd) RYOSHATONO HANASHIAIMOARI MATA 50 PERCENT BIKIDEWA MATTAKU 
SAISANTEAI MYOMINAKU JOINTCHATER WA KYOMINASHI 
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DALTON STEAMSHIP CORPORATION, 
Houston, Tex., September 4, 1959. 
NIPPON YUSEN KAISKA, 
Oska, Japan. 
COTTON EXPORTS GULF TO JAPAN 1958-1959 


GENTLEMEN: We enclose for your information a statement of cotton ex- 
ported from the Gulf to Japan for the cotton season of 1958-1959, together 
with monthly statements covering the second quarter of 1959. 

As you will note from the enclosed, while for the month of April N.Y.K. 
was in fourth position for total carryings, this position was increased to second 
place in May and in June to first place. This, we would like to point out, is 
for all carriers including American flag lines. 

With reference to the total number of bales carried for the entire year, 
you will note that N.Y.K. was in third position with the number of bales car- 
ried, exceeded only by States Marine and Lykes, who in most cases offered 
twice the number of sailings as N.Y.F. 

Galveston was by far the heaviest port, which exported some 309,735 bales 
of cotton and with a total of twenty-one sailings from this port, N.Y.K. was 
in fourth position. States Marine, as you will note, had a total of forty-seven 
sailings, thus offering the cotton shipper almost four sailings per month from 
this port. 

While N.Y.K. rated in the third position with the total number of bales 
carried, it is well to note that this lead was very slim over their Japanese 
competitors, Nitsui and “K” Line, and in order to maintain this position it 
will be necessary that all offices court every effort to obtain all shipments 
possible. 

Yours very truly, 
W. N. Pruitt, Trafic Manager. 


SFB-1814 
SEPTEMBER 29, 1959. 
Transmarine Navigation Corp., Los Angeles, Calif. 
Dalton Steamship Corp., Dallas, Tex. 
Dalton Steamship Corp., Houston, Tex. 
Dalton Steamship Corp., Memphis, Tenn. 
Dalton Steamship Corp., New Orleans, La. 
Transportadores Maritimos, S.A., Ensenada, Baja California, Mexico. 


ADVANCED COTTON BOOKINGS 


We are attaching herewith cotton allocations for Mexicali, Arizona, and 
California Cotton and linters for our vessels loading at Pacific Coast Ports froth 
October through January 1960. 

In view of the limited cotton space, and the prospects of large quantities of 
cotton moving from the Pacific Coast in this position, we believe that it is essen- 
tial to establish certain fundamentals for advanced bookings of cotton. Con- 
sequently, effective immediately, we will put the present plan into effect. 

1. N.Y.K. San Francisco will control the allocation of all cotton space by 
vessels. 

2. All advanced bookings of cotton will be passed on to San Francisco for 
their confirmation before final acceptance. 

3. Los Angeles will be assigned certain space allocation on each vessel for 
Ensenada San Diego and Los Angeles Cotton, and Los Angeles will divide the 
space, at their discretion, between Ensenada San Diego and Los Angeles. 

4. San Francisco Office before accepting advanced cotton bookings from En- 
senada, San Diego and Los Angeles will contact the Los Angeles Agents. 

5. The allocations assigned to San Francisco and Los Angeles will include 
all cotton booked by Osaka Gulf and other offices. 

6. In accepting advanced bookings of cotton kindly endeavor to book for a 
specific vessel for loading at a specific place and date and avoid options by the 
shipper. 
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7. Offices making the bookings will closely follow up each booking to see 
that the Letters of Credit are opened and cotton will be ready for loading. 
We trust that all Offices will do their utmost in following this procedure. 
Very truly yours, 
NIPPON YUSEN KalIsHa, 
San FRANCISCO BRANCH, 


O, AKABANE, General Manager. 
ec: NYK, N.Y. 
NYK, Osaka. 
H/O, (Bus. Div.). 
RR, L.A. 


RR, Dallas. 


Cotton allocations 


Amount 
(bales) 


(E) Settsu Maru, voyage 8—home: 
Los A k 


Sado Maru, voyage 12—home: 


San Diego 
Los Angeles 
San Francisco 


Shizuoka Maru, voyage 5—home: 
Los Angeles 
San Francisco 


Los Angeles. 


Suruga Maru, voyage 8—home: 
Los A Angeles 


Saga Maru, voyage 2—home: 
Ensenada... on tees SRUSS, BER Zs 
San Diego. --._- pcb kg e ba aclailes alt ; 
Los Angeles 
San Francisco 


Shimane Maru, voyage 4—home: 
Ensenada. -_- ie 
San Diego - - 

Los Angeles 
San Francisco 


Satsuma Maru, voyage 11—home: 
Los Angeles 
San Francisco 


' 145,000 cubic feet, cotton and general. 
2 Cubic feet. 
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Cotton allocations—Continued 


Amount 
(bales) 


Shiga Maru, voyage 6—home: 


1, 500 
1, 500 


—> 


NOVEMBER 4, 1958. 
NORORSTE MARITINO, §.A., 
Sub-Agents, Nippon Yusen Kaisha, 
Masatlan, Sinaloa, Mevico. 
Re Mazatlan cotton 


Deak Sirs: We are in receipt of your letter L-6F-—1015 under date of October 
8th, 1958, in reference to your advice that Estavo Hermanos has some 171 bales 
Cotton at Mazatlan for shipment to Japan which were originally booked on the 
“K” Line. 

We greatly appreciate this information, but unfortunately all cargo moving 
from Mexico to Japan is prorated between the various steamship lines, and it is 
impossible for us to accept any cotton moving from Mexico to Japan unless 
same falls within our allocation. 

In reference to the “KYOZUI MARU”, this vessel is calling only at Guaymas, 
and will load some 2800/3000 bales Cotton from Guaymas to Japan which is al- 
ready booked. However, with reference to Cotton moving from Mazatlan to 
Europe, we are very much interested in this Cotton, and we will appreciate you 
keeping us closely advised of any possibility of securing European Cotton from 
Mazatlan to U.K. Ports, as well as North Continent. 

Very truly yours, 
Nippon YUSEN KAISHA, 
San Francisco Branch, 
O. AKABANE, General Manager. 
ec: Ernesto Pirsch, Mexico. 





i182 iS & 
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10 November, 1958 


The General Manager, 
Nippon Yusen Kaisha 
104/106 Leadenhall Street, 
londn, Ee. Ce 3; ENGLAND 


Dear Sirs: 
, We confim our cable to Head Office of November 7th as follows: 


"8 QOTION SITUATION GUAYMAS TO EUROPE GETTING MORE DIFFICULT ACCOUNT 
WITAS HAS ESTABLISHED DEFERRED REBATE SYSTEM AND SHIPPERS NOW CANCEL-~ 
LING THEIR BOOKINGS WITH US AS WE NOT MEMBER WITAS STOP GUAYMAS 
SHIPPERS NOW DIVIDED INTO TW GROUPS THOSE SHIPPING WITH WITAS AND 
THOSE WITH OUTSIDER WALLENIUS STOP DIFFICULT TO OBTAIN SUPPORT OF 
WALLENIUS SHIPPERS AS THEY IN JUNE MADE LONG TERM CONTRACTS WITH 
WALLENIUS STOP SUGGEST WE APPROACH WITAS AND ENDEAVOR MAKE SOME ARRANGE- 
MENT STOP HOLLAND AMERICAN SANFRANCISCO WITAS PACCOAST COMMITTEE SUGGESTS 
AAA RESPONSIBLE REPRESENTATIVE NYK CONTACT MISTER CECIL VARNEY DIRECTOR 
OF ROYAL MAIL BBB THAT INSTEAD OF APPLYING FOR WITAS MEMBERSHIP THAT WE 
ASK FOR AGREEMENT THAT WE WILL QUOTE WITAS RATES AND THAT WITAS SHIPPERS 
BE ALLOWED SHIP NYK WITHOUT PENALTY CCC THAT OUR REQUEST BE CONFINED TO 
MEXICO ONLY NOT MENTION OF CENTRAL AMERICA DDD HOLLAND AMERICA WILL WRITE 
MISTER VARNEY THAT HE WILL BE CONTACTED BY MISTER MIWA STOP PLEASE ADVISE 
YOUR IDEAS SOONEST * 


ad their reply of November 8th as follows: 


"63/48 AGREE MAKE ARRANGEMENT WITH WITAS AS SUGGESTED PLEASE ADVISE 
OUTCOME * 


From the above you will note that it is getting more and mre difficult 
te secure cotton and linters at Guaymas and Mazatlan to Europe. As you are aware, 
up to the present time, WITAS had no deferred rebate system established in Mexico 
to protect cotton and linters moving to Europe, As a result, Wallenius contacted 
all of the Mexican Cotton shippers in June, and made contracts with then to mve 

e lots of their cotton at greatly reduced rates. Where the WITAS rate was 
$1.80, Wallenius agreed to lift their cotton at a rate of $1.25/1.0, 
upon the quantity. Wallenius has had one vessel each in S,ptember, October and 
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The General Manager, SFB-19)), 
Nippon Yusen Kaisha, 
London Branch lo November, 1958 


RE: WITAS (Cont'd): 


November, and expects to have three vessels in December. To meet this competi- 
tion, WITAS has now installed a deferred rebate system, reducing the rate to 
$1.0 and giving shippers a 10 percent deferred rebate if they ship all théir 
cargo on WITAS vessels. As a result, the shippers are now divided into two 
groups, those shipping with Wallenius, and those shipping with WITAS, and as a 
result, it is very difficult for us to book cotton. Inasmuch as the non-contract 
shippers have made definite commitments with Wallenius, they are abiding by their 
contracts, with the result that NYK is caught between the two factions. Conse- 
quently, we now feel that we must approach WITAS and endeavor to come to some 
understanding with them. 


As you no dubt know, the States Marine Line, which has been carry- 
ing the majority of Mexicm Cotton to Europe has tried for several years to join 
WITAS, but they were unsuccessful until recently, when States Marine Line was ad- 
mitted to WITAS, both from Mexico and Central America. However, during this period, 
States Marine Line was able to make an agreement with WITAS, in which they agreed 
to quote WITAS Rates, and consequently WITAS had no objections, as only a few 
WITAS Members (montly Hapaglloyd) were actually interested in Guaymas Cotton. 


We have discussed this situation with Mr. J. W. Schorer, Pacific 
Coast Manager of the Holland America Line, and he has suggested that our approach 
to WITAS should be as follows: 


1. A responsible member of NYK should approach Mr. Cecil Varney, Director ofthe 
Royal Mail line in London. We advised him that our Mr. Miwa would approach 
Mr. Varney in the near future, and he is writing a letter to Mr. Varney, ad- 
vising him of this action. The Royal Mail is one of the oldest member of 
WITAS and has a great bearing on the position taken by WITAS. 


Our approach to WITAS should be on the basis of entering into @™ agreement with 
WITAS, in which we will agree to quote conference rates on all Guaymas carg, 
and in return WITAS will not penalize the shippers for shipping on NYK vessels. 
My. Schorer feels that any application for membership would be very difficult, 
and would take a long period to finalize. 


That our agreement with WITAS should cover all Mexico to Europe cargo, except 
Ensenada which is now covered by the Ensenada Europe Conference, after WITAS 
agreed to turn Ensenada over to this new Conference. . 


That we should make no mention at this time of any agreement covering cargo 
from Central America to Burope, as more WITAS members are actually interested 
in Central American cargo then Mexican cargo. We quite agree with this, how- 
ever we also believe that one of the stipulations that WITAS will make, is 
that we will refrain from lifting Central America to Europe cargo. While we 
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The General Manager, SFB-1944 
Nippén Yusen “aisha 
london Branch 10 November, 1958 


RE: WITAS (Cont td) 


é@ not like this restriction, we believe that cargo from Mexico to Murope is more 
important to us then Central American cargo, and if we are forced to agree, we 
see no alternative but to accept. Once we have an agreement with WITAS, we cm 
then at a later date endeawr to extend the agreement. 


You know doubt will use your ow method of approach to WITAS, Bit 
some of the points that we might suggest to mention are: 


1. That Wallenius and not WYK is responsible for the deterrioration of the 
Mexican rates. NYK made every endeawr to quote WITAS rates, but finally 
had to meet Wallenius' competition. 


2. That NYK's main purpose is to stabilize rates from Mexico to Europ, and 
we have no desire to undercut WITAS rates. 


3. That NYK is carrying a large quantity of Guaymas Cotton and linters also 
to Japan, with the result that our agents have gone to considerable ax- 
pense to bring barges to Guaymas in order to load all cotton offered with 
good dispatch. 


That NYK, provided States Marine Line is also agreeable, is willing to 
restrict the use of our barges to Conference vessels in order to prevent 
outside vessels from loading at mchorage. , We understand that Wallenius 

is loading alongside the dock as their vessels load cotton only, but if any 
vessels carry base cargoes of grain, they wuld be unable to go alongaide 
the pier. The pier is small md only the forepart of the vessel can be work- 
ed, and the draft is limited to about 22 feet forward. 


That we are quite willing to table any bookings that we now have, and make 
no booking less than WITAS rates. 
aoe 
| 6¢ That:NYK intends to stay in the trade from Mexico to Europe, md that we 
“rdo not want to further disrupt the rates, but we mst get European cotton, 
and will take any means to do so, if we cmnot come to agreement with WITAS. 


7. That at preset we have no bookings at less than $15.00 for Oil Cake, md 
$1.25 for cotton. For your guidmce, the present WITAS rate on Oil Cake is 
$16.80 less immediate rebate ¢f 10 percent or $15.12 net, and on cotton $1.10 
less 10 percent rebate of $1.26 net. 


As time is the essence, we would appreciate you contacting Mr. Varney 
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The General Manager, SFB=194) 
Nippon Yusen Kaisha 


London Branch 10 November, 1958 
RE: WITAS (Cont'd): 


as soon as possible, as our December, January ad February vessels are scheduled 
te call at Guaymas. If you require any further information, please contact us. 
©. 


Very truly yours, 


NIPPON YUSEN KAISHA 
SAN FRANCISCO BRANCH 


ROF : anh 

cc : H/O NYK Business Div. 
NYK - New York 
NYK - Los Angeles 
Transmarine Navig. Corp. LA 
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SFH-521 
Avaust 5, 1958. 
Re Mexican cotton Ensenada 
The PRESIDENT, 
Nippon Yusen Kaisha (Business Div.), 
Tokyo, Japan. 

DeaR SrR(s): As you are no doubt aware, on July 15 the Pacific Coast 
European Conference members formed a new conference called the Ensenada/ 
Europe Conference. All member lines of the Pacific Coast European Conference 
joined this agreement with the exception of States Marine Lines. 

We are not quite sure of the reason why the States Marine Lines did not 
join this new conference, but we understand from them that the reason they 
did not join the conference was that they were endeavoring to have WITAS 
accept them as a member in the WITAS Conference from Guaymas to Central 
America to Europe, and by staying out of the new Ensenada Conference they 
thought that it might hasten WITAS’ in acting on their membership. If WITAS 
accepts them as a member of the conference from Guaymas to Central America 
to Europe, they would then automatically join the new Ensenada/Europe 
Conference. However, in the meantime they advised that they would quote 
from Ensenada to Europe the same rates as quoted by the members of the 
Ensenada/Europe Conference. It remains to be seen just what will be the 
outcome of the States Marine Lines’ action in this regard. 

We fully realize the necessity of keeping a very close record of States Marine 
Lines’ action in Ensenada as the Ensenada/Europe Conference will be useless 
if they decided not to join and quote lower rates, and if this situation develops, 
we think there is no alternative but for ourselves to also withdraw from this 
conference. 

At the present time, as far as we understand, there has been no booking of 
cotton from Ensenada to Europe. Several other lines, as well as ourselves 
have had offers from the various shippers at a rate of $31 as against the confer- 
ence rate of $37. Evidently the shippers are endeavoring to ascertain if any 
of the conference members will agree to underquote the agreed conference rate, 
but so far we understand that no bookings have actually been made. 

Inasmuch as the new crop of Mexicali cotton will not be ready for shipment 
until the end of October, there will be little activity of Ensenada/Europe cotton 
until this date, with the exception of the sales of the cotton overcarried from 
last year’s crop. 

In reference to the freight rate from Ensenada to Europe, the majority of 
the conference members feel that this rate should be the equivalent of the rate 
from San Diego, less 10 percent deferred rebate. However, if this rate will 
stop outside competition for nonconference vessels remains to be seen, and 
also, it is still too early to know just what the true feeling of the cotton 
shippers is in reference to how well the conference can hold them with a deferred 
rebate system, 

GUAYMAS COTTON 


As previously advised you, we understand that most of the early cotton from 
Guaymas will move to Japan, instead of to Europe, and consequently there is 
no likelihood of Guaymas cotton moving to Europe until September. The pres- 
ent WITAS rate is $1.80, and we understand that Wallenius who operates 
vessels carrying automobiles from Europe to Pacific Coast has already booked 
considerable quantities of cotton from Guaymas at a rate of about $1.25/1.35 
and we feel that in view of these bookings, that we must quote a similar rate 
in order to obtain our fair share of the Guaymas cotton. We also understand 
that Wallenius is also endeavoring to book cottonseed cake at a rate of $13 in 
place of the WITAS rate of $15.12. 

We believe that the best way to stop Wallenius from loading cotton at Guaymas 
is to arrange so that all barges will be occupied when their vessels call at 
Guaymas. Transmar is quite agreeable to this inasmuch as they represent 
Hanca Vaiaca, as well as ourselves, but there is no good of tying up Trans- 
mar’s barges unless similar arrangements can be made with States Marine 
Lines and Agencias Maritimus (agents for States Marine Lines). We discussed 
this matter with Mr. Culver of States Marine Lines’ office in San Francisco, 
but we had no definite assurance from them. 

We have received a few requests for freight rates on cotton from Guaymas 
to Europe, and up to the present time we have indicated to the shippers that 
our rate will be the Witas Rate of $1.80, however, if they would make us a 
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firm offer on sizable quantities to move each month, we can no doubt make 
some special arrangements with them. We believe that one of the larger ship- 
pers Hohenberg has already tied up with Wallenius to move a certain portion 
of their cotton, however, Hohenberg the other day wanted to know if we would 
accept $1.25 for quantities in excess of 3,000 bales and $1.40 for quantities less 
than 3,000 bales. In wanting to disclose our true position in this matter, we 
advised them that if they will give us a firm offer, that we would look into the 
matter. 

From the above, in order to obtain our share of cotton from Guaymas to 
Europe, we believe that we will have to quote approximately the rate as quoted 
by Wallenius, but we might be able to get a little higher rate due to the fact 
that we can offer discharge at Liverpool in addition to the continental ports 
being offered by Wallenius, and on that basis, we are hopeful in booking on the 
Riuzan Maru early October some 2,000 bales of Guaymas cotton. 

We can assure you that we are giving the Ensenada and Guaymas situation 
our full attention as we realize the necessity of obtaining cotton from these ports 
to Europe, and we are also continually pressing our gulf agents to keep after 
the shippers in Dallas and Memphis inasmuch as the majority of Guaymas 
Cotton is controlled in those cities. 

Very truly yours, 
NIPPON YUSEN KAISHA, 
San Francisco Branch. 
QO. AKABANE, 
General Manager. 
ee: NYK—London Branch. 
NYK—New York. 


SFH-945 
December 8, 1959. 
Confidential 
Re: FMB representative/attendance, conference meetings. 


THE PRESIDENT, 
Nippon Yusen Kaisha ( Business Div.) 
Tokyo, Japan. 

Dear Srri(s) : We confirm various Telexes exchanged with you in reference to 
the above matter. This matter, as you no doubt know, has had the attention of 
all the conferences in the United States for a considerable time, and the con- 
ferences, up to the present time, have taken no official position in what their 
attitude would be. 

All the conferences greatly resent the fact of having a FMB representative 
present at the meetings, as they feel that it will greatly interfere with the 
operation of the conference, and also would prohibit the free exchange of 
thoughts or ideas at the conference meetings. 

In reference to the PWC, this matter has been discussed several times and 
their position is at present that they are now inquiring of counsel, whether or 
not the conference legally can do anything in preventing a representative of the 
FMB from attending the meetings. On receipt of information from the counsel, 
the PWC will no doubt set up a policy to follow. 

In reference to the Latin American Conference, this matter has also been 
discussed by the various committees, but so far no definite action has been taken. 

In reference to the Pacific Coast European Conference, we attended a meet- 
ing of this conference the other day, and the following was discussed. A prin- 
cipal’s meeting was held in Brussels some two weeks ago on the matter of 
malpractice, and the question of the attendance of the FMB representative 
at conference meetings was also discussed, and it was also decided at that 
meeting that if the FMB representative attended a meeting, that all of the 
principals would instruct their agents or representatives on the Pacific coast to 
walk out from the meeting. However, only the French Line, Holland America, 
and Hamburg America Line have so instructed their San Francisco principals. 

The general feeling of the San Francisco members of the PCE is that doing 
this would be unadvisable, as it would mean that there would be no regular 
conference meetings held for a considerable period of time. Also, at best, it 
would only be a temporary measure. The conference felt that on account of the 
Cellar investigation, Chairman Morse of the FMB had no alternative but to 
make such a request to the conference. The FMB representative, as you know, 
was established for the purpose of listening to the complaints of the shippers, as 
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well as to keep the FMB fully advised of what is going on within the conference, 
and it is thought that perhaps arrangements could be made where the represen- 
tative would be asked to attend a conference meeting, say one day a month, at 
which time he could discuss any problems that the shippers might have, or else 
ask any questions if he so desired, in reference to the various actions taken by 
the conference. At other meetings the FMB representative would not attend, 
and the meetings could be conducted as normal. Whether or not this could be 
done remains to be seen. We understand that Mr. Dennean, together with other 
two conference chairmen on the east coast visited Washington last week to dis- 
cuss this matter, and so far we have heard no results of their discussion. 

We understand that at the present time, that the attendance of an FMB repre- 
sentative at conference meetings is only a request, and not an order, and the 
question now is for the various conferences to decide what they wish to do in 
reference to the matter. 

In reference to the legality of a FMB representative attending conference meet- 
ings, there is evidently some question in the opinion of the various counsels, 
whether or not the conference has any legal right to prevent a FMB represen- 
tative from attending such meetings. 

We believe that the opinion of the majority of the attorneys is that the con- 
ference has the right, under the present law, to disapprove such attendance. 
The general opinion of Oreham’s office also is that there is no difference if a 
representative of a foreign or American flag line would leave the conference 
meeting, and the position of each line, regardless of flag, would be the same. 

If the conferences refuse to comply with the present request, the FMB, if 
they decide to press this matter, would no doubt call a hearing on their own 
behalf, and obtain a FMB order to the conference insisting upon the attendance 
of their representative at the meetings. If the conference then refuses to accept 
the FMB order, the Board then would attempt to go to the district court to get 
an injunction to enforce the order, and also would have the authority to possi- 
bly cancel the basic approval of the conference agreement, or modify the basic 
agreement in such a way as to allow a representative of the FMB to be present 
at the meetings. 

For your guidance, we understand that in 1920 a representative of the old 
U.S. Shipping Board attended various meetings on the Pacific Coast. Conse 
quently, it is our suggestion that at least for the present, that all conferences 
should take a “wait and see” position to see whether or not the FMB represen- 
tative actually wishes to attend all meetings, or whether or not he only intends 
to visit only occasional meetings, and what other desires he might have. 

Very truly yours, 
NIPPON YUSEN KAISHA, 
San Francisco Branch. 
O. AKABANE, 
General Manager. 
ec: NYK London Dr. 
NYK New York. 
NOVEMBER 20, 1959. 


Re district representative, Federal Maritime Board, San Francisco. 


THE PRESIDENT, 

Nippon Yusen Kaisha (Business Div.) 
(Passenger Trafic Department) 
Tokyo, Japan. 

Dear Sir(s): We are enclosing herewith copy of communication from the 
Trans-Pacific Passenger Conference quoting communication received from Mr. 
Clarence G. Morse, chairman, Federal Maritime Board, dated November 9, 1959. 

While this communication emanates through the Trans-Pacific Passenger 
Conference, other freight conferences have also received a similar communica- 
tion. 

It will be noted that the District Representative will make his headquarters 
in San Francisco and will assume these duties November 30. In both freight 
and passenger conferences, there is considerable discussions going on relative 
to the positions that the Lines in the conferences will take in connection with this 
hew district representative. While exceptions are not being taken to various 
documents being sent him which are already being sent to FMB, the “bone of 
contention” centers around the fact that the district representative of FMB will 
attend conference meetings and it is the consensus a this writing that the Lines 
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do not look with favor on a FMB representative sitting in on conference meet- 
ings. While the freight conferences have not taken any particular action on 
this subject, they are discussing this informally among themselves and expect 
to hold a meeting to decide on a policy within the next few days. The TPPC 
held an emergency meeting of which was docketed as strictly informal so that 
a record of such a meeting would not be on the official records and a copy be 
sent to FMB, Washington. 

For your strictly private and confidential information, the TPPC members do 
not favor this observer sitting in on their meetings, but since it is primarily a 
matter of considerable concern to the freight conferences, it was decided to 
“wait and see’ what position the freight conferences are going to take on this 
matter. 

We will keep you further informed of future developments. 

Very truly yours, 
NIPPON YUSEN KAISHA, 
San Francisco Branch. 
O. AKABANE, General Manager. 


JAMES W. ELWELL & Co., INC., 

827 South La Salle Street, Chicago, Illinois. 
To: General Manager, 
N.Y.K. Line, 
San Francisco, Calif. 
Report No. 20383. 
Date: 4/30/58 
Shipper: C. S. Greene & Co. 
Address: 327 South La Salle Street, Chicago. 
Interviewed: Mr. Jim Whitaker. 
Commodity : Sewing machine heads and motor scooters. 
Reference to: Mr. H. Bensel’s phone call of today, from our Milwaukee office. 
Remarks: 

As result of Mr. Bensel’s phone call today, advising of Rockford Sewing 
Machine Co. placing order for $60,000 of sewing machine heads, for shipment 
from Japan to San Francisco, we contacted Mr. W, custom house broker, for 
favorable routing N.Y.K. Line. 

Mr. W, with whom we have very good relations, admitted recent opening of 
L/C for above order and also another for $40,000 of same commodity. However 
frankly aknowledged, either Pacific Far East Line, American Mail Line, and/or 
States Line, would more in likely be favored. 

In our further discussion, were informed, Conference rate on heads at one 
time was $25.50 W/N. Due to Pacific Far East Line intervening and assisting 
Mr. W in obtaining reduction in rate to $18.50, through the Conference, they 
were used in routing nearly exclusively. However, when Conference at later 
date announced their intentions to raise rate effective June 1, 1958, to $26.50 
W/N, they again were assisted by PFE, and also AML and States Line, in 
obtaining temporary reduction to $22.50. On basis of the above, this gentleman 
feels it his obligation to be faithful and favor these Lines in the routing. We 
understand Mr. W’s arrangement with Mr. Kaji Demete, President of Commer- 
cial Pacific Tokyo, Inc., in Tokyo, was American flag lines would be contacted 
here in U.S. and Japanese flag lines be contacted in Japan by Mr. Demete, to 
solicit their assistance in bringing about an reduction. Mr. W advised, original 
request was for rate of $20 W/N, same as presently on motor scooters, but to 
no avail. 

As for motor scooters from Japan, nearly 10,000 units to be imported by 
August 1958, but there again, Pacific Far East Line will be used almost exclusive- 
ly since same are generally warehoused at Stockton, California and charges 
subsidized by the Steamship Line. 

We ask that above particulars be kept in the most strict of confidence, so as 
to avoid our having any repercussions of any kind. 

T. R. Termer, Trf. Rep. 
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APRIL 18, 1959. 


THE GENERAL MANAGER, 
N.Y.K. London Branch, 
London E.C. 3. 


SPECIAL “QUOTATION FOR RENAULT MOTORCARS 


DEAR Sir: Attached I have the pleasure of sending you a circular letter from 

the Holland-America Line with the enclosed translation of the confirmation of 

Messrs. Compagnie d’Affrétement et de Transport, Paris, with regard to the 

special quotation for the Renault Motorcars, contents of which is self-explanatory. 
Yours faithfully, 


M. TAKEDA, 
Resident Representative, Rotterdam. 


HOLLAND-AMERICAN LINE, 


Rotterdam, April 16, 1959. 
NortH Paciric Coast/WEsTBOUND/GP/CH. 


Comp. GENERALE TRANSATL, Paris, 
(Attention of Mr. H. Chardon.) 
HAMBURG-AMERIKA LINE, Hamburg. 
(Attention of Mr. W. Traber.) 
JOHNSON Ling, Stockholm, 
(Attention of Mr. A. Bjérklund.) 
NORDDEUTSCHER LLoyD, Bremen, 
(Attention of Mr. R. Bertram.) 
N.Y.K., c/o Phs. vAN OMMEREN, Rotterdam, 
(Mr. M. Takeda.) 
FRED. OLSEN & Co., Oslo, 
(Attention of Mr. F. E. Haraldsen.) 
Det @STASIATIEKI KEMPAGNI, Copenhagen, 
(Attention of Mr. V. Schigdt.) 
Royat Mart Lings, London, 
(Attention of Mr. C. W. Varney.) 


DEAR Stes: On behalf of Messrs. C.G.T. we are sending you enclosed a 
copy of the confirmation of Messrs. Compagnie d’Affrétement et de Transport, 
Paris with regard to the special quotation for the Renault motorcars. 

Yours faithfully, 


HOLLAND-AMERICA LINE. 


[Translation ] 


COMPAGNIE D’AFFRETEMENT ET DE TRANSPORT, 
Paris, April 10, 1959. 
We, the undersigned, Compagnie d’Armement et de Transport, 55, Rue de 
Chateaudun, Paris, undertake to exclusively entrust the members of the Out- 
ward Continental North Pacific Freight Conference with the transport of Renault 
ears, from French Atlantic coast ports to U.S. Pacific coast ports. 
In case these members see no possibility (to accept transports?), we would 
advise in order to meet our requirements. 
Anyhow, in all events the conference will get the first refusal. 
For the COMPAGNIE bD’AFFRETEMENT ET DE TRANSPORT. 
(As Renault does not wish, at any rate, to load at Antwerp, it is agreed that 
for parcels of 100 cars or more, the conference members undertake to call at 
Le Havre. If not we consider ourselves free to act as we like in order to 
meet our requirements. The production of Renault, Belgium is never exported 
to North Pacific coast ports. ) 


567 
JUNE 1, 1959. 


The PRESIDENT, 
Nippon Yusen Kaisha, 
Head Office, Tokyo, Japan. 


MANDARIN ORANGES 


Dear Sirs: Thanks for your letter of May 28, Reference: AC 46. 

We discussed this matter further with Mr. Oppenheimer and he has advised 
definitely that all the other lines handling their oranges last season did not ask 
them to remit the freight charges before the bills of lading were surrendered 
in Japan to shippers. We do not know when or where the money was remitted 
but we do feel that the stipulation in clause 9 was not fully carried out. Mr. 
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Oppenheimer would not furnish us with the names of the lines, but as we have 
said, he stated, “All the other lines.” However, we have ascertained privately 
from the C.P.R., where the oranges were discharged, that the following lines 
carried oranges : 
States Marine Line, States Line, Knutsen Line, Mitsubishi Line, Mitsui 
Steamship Co. Ltd. 


besides the N.Y.K. Line. 

We do not wish to lose this valuable business, therefore, the matter should 
be handled very diplomatically in Tokyo, and if possible, avoid using the N.Y.K. 
as informer. 

Yours very truly, 
B. W. Greer & Son (1947) LIMITED. 
J. A. BARKER. 
ec: N.Y.K. San Francisco. 
ec: N.Y.K. Mr. 8. Shiba. 


SFH-488 


JUNE 11, 1959. 
Re Ensenada cotton. 
The PRESIDENT, 
Nippon Yusen Kaisha ( Business Div.), 
Tokyo, Japan. 


Dear Str(s): Weconfirm our Telex to you of June 10, reading as follows: 

“21. Urguidance definitely understand one large Japanese steamship com- 
pany, probably OSK, reimbursing shipper for cost of bringing cotton from place 
of rest on dock to ships tackle. Total cost 84 cents per bale * * *.” 

For your information, we had a telephone call from our Los Angeles agents 
in which they advised us that they had been talking to their subagents in San 
Diego, Mr. W. Polkinhorn, and that he advised them that through an error an 
envelope was delivered to his office containing a check made out by a large 
Japanese steamship company to the order of a cotton shipper, which covered 
the cost of unloading a shipment of cotton from trucks to the dock, and also 
moving the cotton from the place of rest on the dock to ship’s tackle, amounting 
to 84 cents per bale. 

As you are no doubt aware, all expenses up to ship’s tackle at Ensenada are 
for the account of the cargo, and, consequently if this is true, it is a violation 
of the agreement. Mr. Polkinhorn naturally did not want to disclose the name 
of the shipper or the Japanese steamship company, but indications are that 
same was OSK. 

We would appreciate that in following this matter up in Japan, that you do 
not mention Mr. Polkinhorn’s name as same would be very embarrassing. 

Very truly yours, 


Nippon YUSEN KAISHA, 
San Francisco Branch. 


O. AKABANE, General Manager. 
ec: NYK—Osaka. 


S-20 S.F. 
1330GAPLS 
Jan. 5, 60. 
NYKLINE, SF, 
NYK LINE, NY. 
Telex 4. 
YUSEN TOKYO. CC: SAN FRANCISCO. 


15 FEC Rate Committee report for action at Jan. 6 meeting recommends: 

AAA. Establish special rate on K junk tariff item 1105 of $30 wt. on measure- 
ments up to 60 cuft. to Japan base ports thru April 30. 

BBB. That methallyl chloride be deleted from tariff item 1990 and placed 
under traiff item 1022 at base port rate of $86 w/m, both subject PWC 
concurrence. 

ccc. Concur in PWC counterproposal establish special rate of $17 F I on 
minimum quantities 500 tons black copper shot in bulk to Japan base ports 
through April 30 with PWC establishing special rate of $16 FIO through same 
period. 
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DDD. Concur in PWC request establish open rate subject to minimum $10 
LT FIO through April 30 on heavy melting steel scrap to safe Japan ports 
4to 5 inches in thickness and 4 to 6 feet long. Advise. 


JUNE 16, 1959. 
TKN Y734. Tokyo. San Francisco. 
39. NYK KLINE joint tariff rate copper cathodes Mazatlan/Japan reduced 
to USdol 18 short ton berthterm effective immediately through December 31, 
1959. Mitsui States Marine Promised Follow. Advise New York. 
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Unirep KinepoM/UNItep States Paciric FREIGHT ASSOCIATION, 
14 Leadenhall Street, London E.C.3., October 13, 1955. 
Messrs. Nippon YUSEN KAISHA, 
Baltic House, London E£.C.3. 


Dear Sms: I thank you for your letter of 26 September, and in reply am 
desired to confirm that the Member Lines of this Association agree to admit the 
N.Y.K. Line as an Associate Member upon the terms and conditions specified in 
the enclosed Memorandum of Agreement and upon the understanding that your 
Service will be maintained by vessels owned by your Company and will not 
exceed one sailing per month, loading in London only to United States Pacific 
ports. 

I am enclosing the Agreement in quadruplicate and should be obliged if you 
would kindly sign and return the original and counterpart together with one 
eopy, the latter to be filed with the Federal Maritime Board, Washington, 
for approval. 

Yours faithfully, 

(Sgd.) O. F. Jounson, Secretary. 


Memorandum of agreement made this day of October, 1955, between 
Nippon Yusen Kaisha of the one part and the United Kingdom/United States 
Pacific Freight Association (hereinafter referred to as the Association) of the 
other part. 

It is hereby mutually agreed that Nippon Yusen Kaisha be accepted as an 
Associated Member of the Association upon the following conditions: 

(1) Nippon Yusen Kaisha agree to maintain the rates of freight and adhere 
to the conditions fixed by the Association on traffic from the United Kingdom to 
United States Pacific ports and will not make any changes in those rates and 
conditions without first obtaining the agreement of the Association. 

(2) The Association undertake to keep Nippon Yusen Kaisha advised of all 
tariff rates and conditions and any alterations and additions thereto. 

(3) Under no circumstances is this agreement transferable to another line. 

(4) This agreement to be subject to three months notice of withdrawal in 
writing to be given by either party. 

Dated in London this day of October 1955. 

For and on behalf of Nippon Yusen Kaisha: 

Signed by authority and on behalf of United Kingdom/United States Pacific 
Freight Association : 


Secretary. 
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15th. October, 55 
WJD/RKLP 
342 
Conference. 


The Secretary 
United Einedew Unites States Pacific Freight, 
Association 
Street, 


‘oko coo 
Dear Sir, : 


. We acknowlsdge receipt of your letter dated the 13th. 
instant, together with four copies of the “emorandum of 
Agreemen ¢ our ture. 


We mre noted that Associate Membership is on the 
t ear @ will a a ities Dae 


to the United States ee > 
\ our Associate Membership 
eubaeniaes of the wording nieriinel 


We understand that our present U.K. lo segnen 
ted to the Bast Coast not merely L 


g@igning the we would rindly request 
inet Scr unierstanuiag’ te correct. 


“Youre feithfully 


A ow (2, tbkaning) ny? 
Resident Representative : i YUSEE KAIGHA 
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UBITED KINGDOM; UNITED STATES PACIFIC FREIGRT ABSOCTATTON 
14, Leadenhall Street, sh hadi 

LONDON 8.C.3. ee 

18th, mn 1955. 


‘. . «3 
ham + : i » ye od oe 
A Re te. TK" ‘ Ted oe 


| Baitis ee ee <enre 
tats BeGo do : ma 


Deer Sirs, 


te letter ef the 15th. instant, I 
on nto Lines of this Seema or Agee a 


miiaee of 


ef the inst , s 
service : : 
ALaghom een oe eb afeten’nastae: pert 


vi 
Cx. - 
o 3 


Md igeyes _ Tote festeaty, : : 
(oe o.redouna03 . 
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Private and confidential 


WJD/RLP/342/Conference 
October 19, 1955. 


THE PRESIDENT, 

Nippon Yusen Kaisha, 
(Business Division) 
(Europe/Australia Dept.) 
Tokyo, Japan, 


UNITED KINGDOM/UNITED STATES PACIFIC FREIGHT ASSOCIATION 


Deak Sire: We would refer to our letter dated the ist instant, Ref. 
WJD/RLP/342/Conference, written under the above heading. 

We are attaching, for your guidance, a copy of the Association Secretary’s 
letter dated the 13th instant and also a copy of the Memorandum of Agreement. 

You will notice that the understanding quoted in the Secretary’s letter states 
that loading is restricted to London only and not to the U.K. East Coast, as we 
previously understood. As we are of the opinion that we should insist on East 
Coast Loading Rights before becoming Associate Members, we wrote to the 
Association Secretary, as per copy letter attached. 

We have this morning received the Association Secretary’s letter dated the 
18th instant, from which it will be noted that the understanding is now on the 
basis of U.K. East Coast Loading Rights. This satisfactorily disposes of our 
objection. 

We assume that you are agreeable to the Memorandum of Agreement being 
signed by the Resident Representative in London rather than this document 
being sent to Tokyo for signature. Therefore, it is intended to place the 
Memorandum of Agreement before the Resident Representative for signature 
on his return from the Continent. 

Yours faithfully, 
T. NAKAZIMA, 
Resident Representative, Nippon Yusen Kaisha. 


WJD/RLP/342/Conference 


OcToBER 24, 1955. 
THE SECRETARY, 


United Kingdom/United States Pacific Freight Association, 
London, E.C.8. 


DeaR Sir: We have pleasure in returning three signed copies of the Memoran- 
dum of Agreement as requested. 

We have duly noted that our Company’s admission as as Associate Member 
of the Association is subject to the terms and conditions of the Memorandum 


of Agreement and also to the understanding detailed in your letter of the 18th 
instant. 


Yours faithfully, 


T. NAKAZIMA, 
Resident Representative, Nippon Yusen Kaisha. 


WJD/RLP 342/Conference 
OcTOBER 27, 1955. 

Enclosure to: c.c. New York branch office. 

From: Nippon Yusen Kaisha, London, E.C. 3. 

THE PRESIDENT, : 

Nippon Yusen Kaisha, (Business Division) 

(Europe/Australia Dept.) Tokyo, Japan. 





U.K./U.8. PACIFIC FREIGHT ASSOCIATION 


Dear Sir: We acknowledge receipt of your Confidential letter dated the 17th 
instant, Ref. BEC. No. 308, written under the above heading, the contents of 
which have been noted with interest. 

As you will have seen from our letter dated the 19th instant, Ref. WJD/- 
RLP/342/Conference, the present Association Members are now agreeable to 
admit our Company as an Associate Member, in accordance with the terms and 
conditions of the Memorandum of Agreement and on the understanding our 
service, to be maintained by owned vessels, will not exceed one sailing per 


70300 O—61—pt. 3, vol. 1——53 
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month, loading at U.K. east-coast ports to U.S. Pacific ports. The Resident 
Representative has signed the Memorandum of Agreement on behalf of our 
Company and we are attaching, for your guidance, a copy of our letter to the 
Association Secretary under cover of which copies of the signed document were 
returned. We will advise you by cable when the Association Secretary returns 
one copy of the Memorandum of Agreement duly countersigned showing the 
date from which the Agreement is effective. 

We have requested the Association Secretary to send us eight copies of the cur- 
rent Tariff which we intend to distribute as follows: 


NNN a ee a ess ecrvaneieae sh anagcniotieealinamenaecamenere-oncs cavive tee 
ieee Terk, Tee Ce ans < ean tet eects ea er <tr <a se nee 1 
SATS A RCIICO TROT CO occ ecttmcereierpre nme pr nenetbees Hetibibichtbeks 1 
TOD Seen, TeEEOUASIVG, BRAID. «cadence were amepicnntihn met a 
Los Angeles Agents__-_-- ects scaiiliintien nedlniiiinsod scant Gemmanaveeeteded ste teats tenhtiinnts 1 
lla ll cial mln sical hes PE I RO 3 


In connection with the last paragraph of your letter under reference, we 
would mention that in order to obtain full membership we would have to make 
formal application which would have to be considered and agreed by the cur- 
rent full members, namely, Royal Mail Line, Holland America Line, Blue Star, 
and Furness Withey. We would, however, recommend that we become firmly 
established in this trade before making such an application. It will be apparent 
to you that full membership is not automatically granted after a certain period 
of associate membership. 

The memorandum of agreement does, of course, only cover the basic terms 
and conditions of the association. The question of increased loading rights and 
also that of full membership are matters on which understandings are reached 
by member lines—the full members being in the position to decide. The associa- 
tion secretary informed us that even some of the full members have restricted 
loading rights. Therefore, we must not assume that if we do eventually obtain 
full membership we would simultaneously have unrestricted loading rights. We 
would have to make separate formal application for increased loading rights. 

As stated previously, associate members do not have voting rights, although 
they are quite free to make suggestions and proposals etc., on all matters, to 
the association secretary for consideration and decision by the full members. 

We hope that the above explanation may be of assistance to you and we will, 
of course, be in a much better position to expound on this subject when we 
receive the association tariff and other relevant documents. 

Yours faithfully, 
T. NAKAZIMA, 
Resident Representative, Nippon Yusen Kaisha. 

c.c. New York Branch Office and San Francisco Branch Office. 

To: New York and San Francisco Branch Offices. 

For your guidance, we are attaching a copy of our letter dated the 19th 
instant, Ref. WJD/RLP/342/Conference, and enclosures, as addressed to Head 
Office. 


NOVEMBER 8, 1955. 
A17-9-1/3357-—A :070 
Airmail 
United KInGpoM/UNITED STATES PACIFIC FREIGHT CONFERENCE, 
0. F. Johnson, Secretary, London, E.C. 3, England. 


GENTLEMEN: We have your letter of October 31, 1955, enclosing agreement 
dated October 31, 1955, providing for the admission of Nippon Yusen Kaisha 
as an associated line of your association. For purposes of identification, this 
agreement has been assigned Federal Maritime Board Agreement No. 3357-A. 

This agreement comes within the purview of section 15 of the Shipping Act, 
1916, and, therefore, it cannot become effective until accorded approval by the 
Board pursuant to such statute. In this connection see our letter of November 
1, 1955, which evidently crossed yours in the mail. 

It is an administrative requirement that the names of the principals parties 
to each agreement filed for section 15 approval be set forth in the agreement 
Since the agreement submitted is deficient in this respect, a new agreement in- 
corporating the following changes should be filed to replace the agreement trans- 
mitted by your letter under acknowledgement : 

(1) The words “Member lines of the’ should be inserted following the word 
“the”, in line 3 of the opening paragraph ; and 
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(2) The names of the member lines of your association should be shown in 
the signatory portion of the agreement. 
The signature on behalf of the member lines should be in the following form : 
Signed and filed by authority and on behalf of the following carriers com- 


prising the membership of the United Kingdom/United States Pacific Freight 
Association : 


(List here names of the member lines) 








By 
O. F. JOHNSON, 
Secretary, United Kingdom/United States Pacific Freight Association. 


The letter transmitting the new agreement should request section 15 approval 
thereof, and be signed on behalf of both Nippon Yusen Kaisha and your 
association. 

Inasmuch as we were unable to ascertain the London address of the resident 
representative of Nippon Yusen Kaisha, it will be appreciated if you will for- 
ward the enclosure marked for that company. 

Very truly yours, 


L. TIBBETT, 


Chief, Regulation O fice. 
cc: Nippon Yusen Kaisha. 


OUTWARD CONTINENTAL NORTH PACIFIC FREIGHT CONFERENCE MINUTES OF 
INFORMAL DISCUSSIONS FEBRUARY 27 


R.B. 28 


Marcu 10, 1959. 
The GENERAL MANAGER, 


N.Y.K. London Branch, 
London B.C. 3. . 


DeAR Sir: I have pleasure in sending you the unofficial minutes of the Out- 
ward Continental North Pacific Freight Conference held on February 27, 1959, 
in Amsterdam, which were sent to me by the conference secretary. 

For good order’s sake I would inform you that copies of the same have duly 
been sent to Head Office, San Francisco Branch, and one kept for this office. 

Yours faithfully, 
M. TAKEDA, 


Resident Representative, Rotterdam. 
c.c. Business Div. (Europe Dept.) Tokyo. 


Business Div. (America Dept.) Tokyo. 
San Francisco Branch. 


INFORMAL DISCUSSIONS ON FEBRUARY 27, 1959, AMSTERDAM 


OUTWARD CONTINENTAL NORTH PACIFIC FREIGHT CONFERENCE, 


Rotterdam, March 7, 1959. 
No number. 


Private and confidential. 


Messrs. NripPON YUSEN KAISHA, 
p/a Phs. van Ommeren N.V., 
Mr. M. Takeda, Rotterdam. 


Dear Sirs: Enclosed I beg to send you a copy of the memorandum of the cap- 
tioned informal discussions as it has been checked and approved by the chair- 
man of the discussions, 

In view of the confidential character of the subject discussions the chairman 
requested me to address this memorandum to principals only. 

Yours faithfully, 


(Signed) A. DEWAARD. 
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OUTWARD CONTINENTAL NorTH PACIFIC FREIGHT CONFERENCE 


MEMORANDUM OF THE INFORMAL DISCUSSIONS HELD ON FEBRUARY 27, 1959, IN 
AMSTERDAM, AMSTEL HOTEL 


Present : 


Compagnie Générale Transatlantique: Mr. R. Guérard. 

Det @stasiatiske Kompagni: Mr. V. Schigdt, Mr. M. Steincke. 

Hamburg-Amerika Linie: Mr. A. Berg. 

Holliand-Amerika Lijn: Mr. P. C. van Houten, Dr. M. A. von Oven. 

Nippon Yusen Kaisha : Mr. M. Takeda, Mr. W. Dowell. 

Norddeutscher Lloyd: Mr. K. Gautier. 

Fred Olsen & Co.: Mr. F. B. Haraldsen. 

Osaka Shosen Kaisha : (Not represented. ) 

Rederiaktiebolaget Nordstjernan Johnson Line: Mr. B. E. Hiihnel, Mr. A. Bjérk- 
lund. 

Royal Mail Lines, Ltd.: Mr. C. W. Varney. 


Mr. P. C. van Houten in the chair. 

Increase tariff rates of freight—Considering the present freight-market and 
the serious outside competition, it seems to be impossible to increase the tariff 
rates on this moment, which tariff rates moreover are generally speaking higher 
than the U.K. tariff rates. The matter, however, continues to have the careful 
attention of the members and in the course of March or April this matter will be 
given further consideration. 

Outside competition, Wallenius——The Chairman informs the meeting about 
the basis proposed the previous day by the Wallenius-Sub Committee, whereon 
further negotiations with Wallenius should be conducted having in mind the 
points brought up in Wallenius’ letter of January 17, 1959: 

1. Wallenius to be free to carry cars at their own rates; conference pre- 
pared to discuss with Wallenius any change in motorcar rates, but cannot 
bind themselves to decrease or increase the rates at Wallenius’ request. 

If possible Conference Committee will try to keep Wallenius away from 
the main continental auto shippers like Opel and Mercedes. 

Small parcels of motorcars to be carried by the conference at conference 
rates to smaller ports not called at by Wallenius. 

Through the intermediary of the C.G.T. Wallenius may be requested to 
earry Renaults according to circumstances. 

2. Wallenius may carry iron/steel (including pipes) at conference rates 
less 10 percent up to a maximum of 500 tons per sailing (if not agreeable 
to Wallenius this quantity may be raised to maximum 1,000 tons). This 
arrangement is based on 2 sailings per month maximum. 

3. Wallenius may carry peatmoss at conference rates less 10 percent. 

4. Wallenius may not carry any general cargo at all. 

5. Efforts will be made by the committee to as yet try to limit Wallenius 
eastbound to grain and lumber and no general cargo or else only cargo at 
conference rates. 

The delegates present agreed that Mr. von Houten and Mr. Bjérklund should 
continue their discussions with Wallenius in an endeavour to obtain a reasonable 
and acceptable basis for making a definite agreement with Wallenius. 

Charter MS “Wihinapa”.—The Hamburg-Amerika Linie offered to take on 
charter the Wihinapa for one roundtrip North Pacific Coast at a rate of 20/-. 
This was agreed upon. 

It was further decided that the burden will be adjusted every 6 months, first 
time December 1, 1959, through the medium of the secretary. (For this round- 
trip the difference between 28/— and 20/— charter rate.) The adjustments to take 
place on the basis of number of sailings of the members (excluding Osaka Shosen 
Kaisha) from the Hamburg/Le Havre range ports. 

The Norddeutscher Lloyd to receive for their activities in the matter 144 per- 
cent commission, which for this roundtrip is 1% percent on 20/— charter rate. 
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GP/Ka 
RorrerpaM, March 25, 1959. 


















































Mr. M. TAKEDA, 

Nippon Yusen Kaisha, 

c/o Messrs. Phs. van Ommeren (Rotterdam) N.V., 
Rotterdam. 


Dear Sir: Enclosed I beg to hand you a free translation of a letter which 
Mr. Wiener Jr. of the De Vries Pazifik Linie, Hamburg, wrote me on the 13th 
inst. 


Kindly let me have your comments. 
Sincerely yours, 
(Signed) P. C. van Houten. 


FREE TRANSLATION OF Mr. Kurt WIENER JR.'s LETTER OF Marcu 13, 1959, To 
Mr. P. C. VAN HOUTEN 








Dear MR. vAN Houten: You will certainly not blame me if I inform you that 
I am, as a result of the point of view of the conference-lines, which sent me with 
your letter of the 3rd of March 1959, after our discussions of the 21st of February 
1959, astonished and disappointed. 

I am disappointed as a result of the rejection, as an arrangement in line with 
our proposals would have met the interests of the conference-lines. There is no 
doubt that the discontinuance of the De Vries Pazifik Linie would, at least with 
regard to the sector of the motorcar-traffic, have lead to a vacuum, As long as 
outsiders in the Pacific Coast Traffic are willing to accept motorcars at lower 
rates than the conference rates from the continent, you will in our opinion run 
the risk that the vacuum arisen as a result of the discontinuance of our service 
will be taken by another outsider, who as far as we can see will not only occupy 
himself with the transport of motorcars however also with the Iron and Steel 
and Generalcargo Traffic. 

We have good reason to believe that the enquiries, which we still regularly re- 
ceive for the shipment of motorcars and which we of course have to reject, will 
not be addressed to the conference-lines. We are of opinion that the demand 
for space for the shipment of motorcars will be in favour of outsiders as a result 
of their lower freightrates. 

In our opinion this could be limited in case we would be authorized to deal 
with these enquiries. We would then be able to allot these shipments to the con- 
ference and, in case this would be impossible as a result of the freight shippers 
are willing to pay, we could accommodate such shipments under the supervision 
of the conference-lines. The danger of attracting shipping-companies, not mem- 
bers of the conference to the generalcargo traffic, would in my opinion in this 
way be limited. It would not only be absolutely necessary that the transport 
would be directly settled by us. 

We believe that our proposal will also be for the conference-members a useful 
completion to the agreement we entered into and to the loyal fulfillment of which 
we fully express ourselves. In this connection we wish to inform you that it was 
on no account our intention to elude the agreement in some way. 

When at the same time I give expression to my disappointment, I request you 
not to take ill of me that we did not see the tendency of our agreement as far 
as you did. Already before starting the De Vries Pazifik Linie we were as 
brokers occupied with the transport of motorcars to the Pacific Coast and I 
cannot understand that starting again this activity, which we do not intend 
to advertise, would be in contradiction to the agreement with regard to the 
discontinuance of the De Vries Pazifik Linie. I am not able to understand 
this, the more so as I declared myself prepared to submit you any indication 
or offer we receive, to give an absolute preference to the conference-lines and 
to cooperate with the conference-lines in case of a possible choice of vessels not 
belonging to the conference. 

I completely understand that in consequence of the various interests of the 
conference-lines, it will not be easy to come to a decision on basis of our pro- 
posals. However, I am of opinion that the undoubtedly to be recognized com- 
mercial advantages, should remove the formal objections of the conference- 
members. 

Finally I wish to express myself as follows: The agreement we entered into 
with the conference will in every respect be fulfilled in a loyal way by us. 
The fact, that we submitted after the discontinuance of the De Vries Pazifik 
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Linie all our enquiries, we received, to the conference-lines and the fact that 
we drew the attention of regular shippers of ours to the excellent services of- 
fered by the conference-lines, does not allow to question our loyalty. On the 
strength of our agreement we can neither indirectly nor directly plan or estab- 
lish a new service to the North Pacific Coast. 

I hope that after having read the above resolute statement you will be able 
to remove your conference-colleagues’ possible doubts with regard to the fulfill- 
ment of our agreement or even regarding our loyalty. 

I would appreciate that, in view of my present way of thinking and moreover 
the underlying thought of an active cooperation with the conference-lines, you 
would discuss this matter another time during the following conference-meeting. 

It is certainly not the intention of you and your conference-friends that we, 
in consequence of our agreement besides the abandonment of running either di- 
rectly or indirectly a liner-service, are also expected to stop our broker-activities. 
We cannot understand this because this trade has absolutely nothing to do 
with a liner-service and moreover we are, as we already informed you, willing 
to enter into obligations with respect to the conference. 

Bearing in mind the above I expect that the conference-lines are undoubtedly 
prepared to discuss this matter. 

I thank you for your interference in anticipation and remain, 

Yours faithfully, 
K. WIENER, Jr. 


R.B. No. 36 
MaroH 28, 1959. 
THe GENERAL MANAGER 
N.Y.K. London Branch, 
London E£.0C. 3. 
DE VRIES PAZIFIK LINIE 


Dear Sr: I have received a letter from Mr. van Houten on the above subject 
as per copy attached. 

Upon perusing through the free translation I received, I understand that the 
last point raised by De Vries is to keep on his side the continuance of his busi- 
ness as brokers for motor-car transportation. 

As far as I can judge of his loyalty to the Conference as expressed in his 
letter, I think there is no way for the Conference but to allow him to remain 
as brokers. 

Appreciating your views on this matter, meanwhile I remain, 


Yours faithfully, 
M. TAKEDA, 
Resident Representative, Rotterdam. 


e.c. Business Division (Europe Dept.), Tokyo; Business Division (America 
Dept.), Tokyo; San Francisco Branch. 


R.B. No. 38 
APRIL 9, 1959. 
P.C. vAN Houten, Esq, 
Director, Holland-Amerika Lijn, 
Rotterdam. 
DE VRIES PAZIFIK LINIE 


Dear Se: I acknowledge with thanks your letter of 25th ult., ref. no. GP/Ka, 
together with English translation of a letter dated 138th ult written by Mr. 
Wiener Jr. of De Vries Pazifik Linie, Hamburg to you, enclosed herein. 

The contents have been carefully studied and I would herewith advise you 
that accepting Mr. Wiener’s assurances that his Company declares loyalty to 
pe aia the N.Y.K. agrees to his proposals concerning future brokerage 
a es. 


Yours faithfully, 


M. TAKEDA, 
Resident Representative, Rotterdam. 


Blind c.c.: Business Division (Europe Dept.), Tokyo; Business Division 
(America Dept.), Tokyo; San Francisco Branch. 

P.S. to London Branch: This serves to acknowledge receipt of your letter of 
6th inst. ref. WER/BW/622 Conference with thanks. 
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R.B. No. 41 


April 15, 1959. 
THE GENERAL MANAGER, 


N.Y.K. London Branch, London L.C.3. 


DE VRIES PAZIFIK LINIE 


Deak Siz: Following up my letter of 9th inst. ref. R.B. No. 38 on the above 
subject, I have pleasure in sending you attached copy of a letter from Mr. P. C. 
van Houten. 

As you can see herein, only N.Y.K. Line is prepared to allow Mr. Wiener to act 
as broker on behalf of Conference for shipments of motorcars to the Pacific 
Coast, provided Mr. Wiener could assure his loyalty to the Conference, while 
three other lines are opposed to such a request. 

Still I believe there is no way for N.\.K. but to continue our opinion as first 
proposed, though finally we must follow the majority and comply with the deci- 
sion of the Conference. Should you have a different opinion on the matter, please 
revert soonest for a reply to Mr. P. C. van Houten. 

Yours faithfully, 
M. TaKkepba, Resident Representative, Rotterdam. 


c.c.: Business Division (Europe Dept.) ; Business Division (American Dept.) ; 
San Francisco Branch. 


HoLLaNbD-AMERIKA LiIJN, 
Rotterdam, April 14, 1959. 
Confidential 
Comp. GENERALE TRANSATL ; Paris 
(Attention of Mr. H. Chardon.) 
HAMBURG-AMERIKA LINIE, Hamburg 
(Attention of Mr. W. Traber.) 
JOHNSON LINE, Stockholm 
(Attention Mr. A. Bjérklund.) 
NORDDEUTSCHER LLoyD, Bremen 
(Attention of Mr. R. Bertram.) 
N.Y.K., c/o Phs. van Ommeren, Rotterdam 
(Mr. M. Takeda.) 
FRED. OLSEN LINE, Oslo 
(Attention of Mr. F. E. Haraldsen.) 
DET OSTASIATISKE KOMPAGNI, Copenhagen 
(Attention of Mr. V. Sch¢dt.) 
Roya Mart Lines, London 
(Attention of Mr. C. W. Varney.) 


Dear Stirs: With reference to my letter of March 25th, 1959, by which I handed 
you a free translation of a letter dated March 13th from Mr. Wiener Jr. regarding 
his application for an agreement in respect of brokerage services to be rendered 
in behalf of the Conference for shipments of motorcars to the Pacific Coast, I 
would advise you that thus far I have only received replies from Messrs. Nord- 
deutscher Lloyd, Nippon Yusen Kaisha, Compagnie Générale Transatlantique 
and Royal Mail Lines regarding the matter at stake. 

Whilst Messrs. Nippon Yusen Kaisha advised me that accepting Mr. Wiener’s 
assurances that his Company declares loyalty to the Conference they would agree 
to his proposals concerning future brokerage activities, it was the census of 
opinion of the other Memberlines mentioned that they did not want to enter into 
such an agreement with Mr. Wiener Jr. 

In view of the above I am suggesting that unless I should receive advices to 
the contrary within one week from now, I shall reply to Mr. Wiener Jr. that his 
request has been considered from all angles by the Membership of this Confer- 
ence but that we have come to the conclusion that we cannot possibly comply 
with his requirements. 

Yours faithfully, 
(Signed) P.C. van Hovuren. 
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Se a 


ao Mle 
Form No. 715 ~, se 


TELEGRAPHIC AODRESS 
“YUSEN” TOKYO 


CONFIDENTIAL 


To whom it may camcern: 


Dear Sir(s) » 


As you are well aware, the above outside line, which had mainly 
engaged in the trades between Buropean Continent and Red China.till the end 
of the last year, began to extend their activities to and from other Conference 
arees in the Far Bast than Red China in this year, adversely affecting the 
interests of the Gonference Lines. 


~ 


\ 


Now the Conference and Rickmers Line ade agreed to cooperate in 
scrving parts of the trades covered by the Conference, and conséquently the 
vessels owned and/or operated by that linc are permitted to load outward Com | 
ference cargocs with certain limitations of the number: of sailings, ports of 
loading and cetegory/quantity of cargo, although they are not allowed to 
carry any other homeward Conference cargo than logs from Malacca for Red 
Sea ports. The Conference terms and conditions are, needless to say, to be 
applied to the shipments by their vessels, while the cango to and from Red 
China is excluded from the arrangenent. 


You will realize that, in consequence of the above arrangement, the 
competition of one of the most prominent outsiders in the Conference trades has 
come to an end, amd the stability of the tredes will Ao doubt be promoted 
thereby. However, the competition of other outside lines, particularly Polish 
Ocean Lines, is still felt very serious, and your further efforts in combating 
outsiders in cooperation with Conference Lines are strongly requested. 


Yours faithfully, 
NIPPON YUSEN KAISHA 


Ye 


iness Division. 


Branches & Offices: - Otaru,Muroran, 
Kushiro, fokyo, Y'hama, Nagoya, Os Kobe,Moji 

Agentst- Shimizu,Hongkong,S*pore,Port S'ham, Penang, 
Manila, @aipei. e : 


ect Branches: - lendon, New York, San Francisco, 
Res.Rop.: - Yawata, Hongkong, S'pore, Manila, 
Taipei, Alexandria, Rotterdam. 
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Corton FREIGHT AGREEMENT FOR THE TRANSPORT OF COTTON FROM ALEXANDRIA 
to SrnegaporE, Hone Kone, Manita, KEELUNG, PUSAN AND JAPANESE MAIN 
PorTs 


Between : 
The Alexandria Cotton Exporting Association, presently composed of the 
following Members, 
Abdel Magid Ismail Barkat 
Al Kahira Cotton Co. 
Alexandria Commercial Co. S.A. 
Alexandria Cotton Trading Co., S.A.E. 
Anglo-Continental Cotton Co. S.A.B. 
Bebawi Cotton Co. S.A.E. 
British Egyptian Cotton Co. Ltd. 
Carver Cotton Co. 8.A.B. 
Casulli M. S. & Co. 
Choremi Benachi Cotton Co. S.A.B. 
Commercial Cotton & Ginn. Co. 8.A.B. 
Comptoir Comm. Economique 8.A.B. 
Cotogypt Co. Inc. 
Daniel J. A. & Co. 
Delta Cotton Co. 
Eastern Cotton & Comm. Co. §.A.E. 
Eastern Export Co. S.A. 
Egyptian Cotton & Trading Co. S.A.B. 
Egyptian Cotton Yarn & Trading Co. 8.A.E. 
Egyptian Produce Trading Co. 8.A.B. 
Escher Egyptian Company 
Farghaly Cotton & Invest. Co. 8.A.E. 
Fiani E.S8. & Co. 
Fenderl Cotton Co. 8.A.B. 
Giza Cotton & Trading Co. 8.A.B. 
Huri R. & EB. & Co. 
Joakimoglou C. Z. & Co. 
Kupper H. & Co. 
Levy, Rossand & Co. 
Loutfy Mansour 
Luchsinger J. & Co. 
Mohamed A. El Dib 
Mahmoud Ismail 
Moreno R. J. & Co. 
National Cotton Export 
Nile Ginning Co. 8.A.B. 
Overseal Cotton Export Co. (Riquez, Francis & Co.) 
Philip Bondi Elia & Co. 
Pinto Cotton Co. 8.A.B. 
Planta & Co. 
Ralli Brothers Ltd. 
Reinhart & Co. 
Rodocanachi & Co. SUCC (Cassir, Antounius & Co.) 
Sakellarios & Co. 
Salvago C. M. & Co. 
Ste. Arabe de Fil, et de Tissage S.A.E. 
Ste. Cotonniere d’Egypte S.A.B. 
Ste. d’Avances Commerciales 8.A.D. 
Ste. Egypt. d’Egr. & d’Entrepots S.A.B. 
Ste. Misr Poul l’Exportation Du Coton S.A.B. (ex-indemann) 
Tazartez V. 
The Nile Cotton & Trading Co. 8.A.B. 
Toriel V. & Co. 
on the one part and the Egypt-China/Japan & Korea Cotton Conference, pres- 
ently comprising Members : 
Alexandria Navigation Co. S.A.E., represented by themselves. 
Alfred Holt (Blue Funnel), represented by Messrs. Haselden & Co. Ltd., 
for Stapledon & Sons, Port-Said. 
Ben Line, represented by Societe Egyptienne. Maritime Commerciale §8.A.B. 
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East Asiatic Co. Ltd., represented by Messrs. Alexandria Navigation Co. 
S.A.B. 

Ellerman & Bucknall S/S Co. Ltd., represented by Messrs. Barker & Co. 

Glen Line, represented by Messrs. Haselden & Co. Ltd., for Stapledon & 
Sons, Port-Said. 

Hamburg Amerika Linie, represented by Messrs. Bianchi & Co. (Egypt) Ltd. 

Holland East Asiatic Line, represented by Messrs. Bianchi & Co. (Egypt) 
Ltd. 

Khedivial Mail Line S.A.E., represented by themselves. 

Lloyd Triestino S8.P.A.N., represented by Messrs. De Castro & Co. 

Marchessini Line, represented by Messrs. D. J. Papadimitriou Sons. 

Messageres Maritimes, represented by Ste. Misr de Navigation Maritime 
S.A.E. 

Nippon Yusen Kaisha, represented by Ste. Egyptienne Maritime Commer- 
ciale §8.A.E. 

Norddeutscher Lloyd, represented by Messrs. Bianchi & Co. (Egypt) Ltd. 

Osaka Shosen Kaisha, represented by Messrs. Alexandria Navigation Co. 
S.A.B. 

Peninsular & Oriental S/S Navigation Co., represented by Messrs. Khedivial 
Mail Line S.A.B. 

Societe Misr de Navigation Maritime S.A.E., represented by themselves. 

Swedish East Asiatic Line, represented by Messrs. Mitchell, Cotts & Co. 
(Middle East) Ltd. 

Wilh. Wilhelmsen, represented by Messrs. Mitchell, Cotts & Co. (Middle 

East) Ltd. 


hereinafter called the “Companies” on the other part. 

It is this day mutually agreed as follows: 

(1) In order to ensure a regular and quick transport of all Egyptian cotton 
exported by the Shippers to the ports mentioned in article 6, the Companies 
undertake to provide sufficient tonnage, and for this purpose, the Companies 
will put sufficient ships at the disposal of the Shippers, at least three per 
month, at intervals of not less than about eight days in general, except cases of 
force majeure. 

The Companies will give notice to Shippers of the probable day of departure 
of the vessels in good time, and whenever possible, already at the beginning 
of every calendar month for the following 30 days, but at least one week in 
advance. 

(2) The Companies’ vessels will be free to call at any port on their route to 
Japan. It is estimated that the voyage to Kobe should take about 40 days, but 
should not exceed 60 days, subject to normal weather conditions and to cases 
of force majeure. Should the duration of the voyage exceed 60 days, 1/— (one 
Shilling Sterling) per bale will be refunded to Shippers. 

(3) Should the Companies be unable to provide for the transport of cotton 
within the respective limits mentioned in article 1 of this Contract, they under- 
take to ship the cotton by vessels of other Companies on the terms mentioned 
in Article 6 of this Contract. 

Should Shippers wish to load cotton on other vessels than those owned, 
managed, chartered or controlled by the Companies, or vessels nominated by 
them, they can do so only after having given the Companies full explanations 
in writing and after having received their written consent. 

(4) The Shippers bind themselves to load all their cotton shipments sold 
on a C.I.F. and C. & F. basis, C.1.F. and C. & F. barter basis or on consignment 
to the ports mentioned in Article 6, exclusively by vessels owned, managed, 
chartered or controlled by the Companies or by other vessels nominated by 
them. All vessels to be steamers or fully powered motor vessels, iron or steel 
built, classed without modification 100 A.1 at Lloyd’s or equivalent and of a 
gross registered tonnage not inferior to 1000 tons, otherwise the Companies to 
bear any supplementary insurance premium which Shippers may be called upon 
to pay on their cotton shipment. 

It is also understood that all cotton be shipped by the Companies under deck. 
Shipments on deck to be effected only with the previous consent of the Shippers 
and with the understanding that respective increased liabilities and additional 
insurance premiums to be for account of the Companies. 

(5) Cotton is carried under the general usual conditions of the Companies’ 
Bills of Lading (which should be in conformity with Egyptian Laws and In- 
ternational Conventions). All the Companes’ Bills of Lading clauses are to be 





Tact. 
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considered as forming integral part of this Contract. Each Company shall be 
individually responsible for shipments effected on its own vessels. Stamp duty 
and other future taxation and/or levy for which the Law does not make the 
Carriers liable, shall be for account of the Shippers. 

(6) The rates of freight under this Contract are fixed at: 

220/— (Two Hundred and Twenty Shillings Sterling) per ton of 1000 Kilos 
for Singapore, Hong-Kong, Manila, Kobe, Nagoya and Yokohama and either 
direct or with transhipment at Kobe and/or Nagoya, to Osaka and Yokkaishi. 

250/— (Two Hundred and Fifty Shillings Sterling) per ton of 1000 Kilos for 
Keelung with option of transhipment at Kobe. 

270/— (Two Hundred and Seventy Shillings Sterling) per ton of 1000 Kilos 
for Pusan with option of transhipment at Kobe. 

Payable in Egyptian Pounds on the day of loading at the current rate of the 
Pound Sterling tor sight draft on London. 

These rates cover direct shipment from Alexandria to the above-mentioned 
ports or with transhipment at Port-Said. 

The freight is earned immediately cotton is shipped and is due even in case 
of loss of ship and/or cargo. 

(7) The Companies undertake not to quote or charge lower rates of freight 
than those mentioned in Article 6 to any party non-signatory to this Agreement, 
the spirit of this Contract being that its signatories shall enjoy priority for their 
shipment. 

(8) The Companies have the option to admit any other Shipowners to the bene- 
fits and obligations of this Agreement. 

(9) In the event that threat, existence or continuance of any present or future 
war or warlike conditions or hostilities or civil commotion or the existence or 
continuance of conditions which, in the opinion of the Companies indicate that 
there is a danger of any of the foregoing, which may render impossible the per- 
formance of their obligations due to the requisition, seizure or loss of any of the 
Companies’ vessels or any other cause whatsoever, whether similar or dissimilar, 
or which in the Companies’ sole judgment, may directly or indirectly result in the 
imposition upon the Companies of any undue financial or other hardship or 
burden in the performance of their obligations, the Companies reserve the right 
forwith of cancelling or suspending any or all of the obligations expressed 
under this Agreement. 

All Bills of Lading to be issued under this Agreement shall, in addition to 
existing clauses, bear such special war and/or other clauses as may at the date 
of such shipment be in use by the Companies to meet the special circumstances 
of the International situation. 

(10) In the event of any difference of opinion arising, at any time, in the 
interpretation of the provisions of this Contract, the parties agree to submit any 
such difference to arbitration, which shall be held in accordance with the Rules 
of Civil Procedure of the National Courts, articles 818 to 850. 

(11) Contents of this Memorandum of Agreement to be considered and dealt 
with strictly confidentially by the Shippers and the Companies. 

(12) This Contract to commence to operate from ist September 1959 and to 
remain valid up to 3ist August 1960. 

Signed in duplicate at Alexandria on the Ist September 1959 by the Repre- 
sentatives of the Companies and by the Members of the Alexandria Cotton Ex- 


porters Association. 





802 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Egyptian cotton, 1958-59 carryings by line 











Line 
Month 


NYK Mitsui |Isbrandtsen|} OSK Holt 


z 


38233 


August 1959 











Total (B/S) 








1 CIF cotton; carried with transshipment at Port Said. 
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(The documents referred to at pp. 237, 238 and 635 follow:) 


HILL, BETTS, YAMAOKA, FREEHILL & LONGCOPE 
(HILL, BETTS & NASH) 
26 BROADWAY 
NEW YORK 4, N. Y. 


BOWLING GREEN 8-2:00 CABLE: HULLOETTS WASHINGTON OFFICE 
PENNSYLVANIA BUILOING 
GEORGE YAMAORA WASHINGTON 4,0 C 
JAMES ©. FREEHWLL 
cowin LONGCOPE May 1 9 1 96 1 HILL, BETTS, USAM! & TAMARA 
ow Us , 319 SAN SHIN BUILDING 
LUCIEN ®. Le LitvRe TOKYO, JAPAN 
morat — 
oan oonuay HILL, BETTS, LONGCOPE & LE LItVRE 
HELEN TUOWMY ives 33 CHames é.vsées 
EUGENE F. GILLIGAN PARIS 8, FRANCE 
JOHN F LANG 
ROBERT S BLANC, JR. 
DONALO B ALLEN 
FRANCIS ¥. SOG! Airmail 


Special Delivery 
Julian H. Singman, Esq. 
Antitrust Subcommittee 
Committee on the Judiciary 
House of Representatives 
Washington, D. C. 


Re: N, Y. K, Line 
Dear Mr. Singman: 
In accordance with the requests made during the testimony 
given by the N.Y.K. Line representatives before the Antitrust Sub- 


committee in Washington, D.C. in March 1961, we wish to submit the 
following data and information: 


1. Page 3347: 
Schedule attached and marked as Exhibit 1, showing the 


approximate volume of cargo and frequency of sailing of 
N.Y¥.K. vessels in the foreign trade of the United States. 


2. Pages 3349-3350: 
N.Y.K. Line joined the Committee of European Ship Qwners' 
Association as an associate member in January 1959 when 


the association was organized, but never attended any 
meetings of the association. 


3. Page 3763: 

Attached copy of bill of lading, Sagami Maru New York/ 
Kobe, No. 11, issued by N.Y.K. Line to The Nissho 
American Corporation. 

The foregoing data and the information are respectfully sub- 
mitted to your Committee from the files and information available to 
N.Y.K. Line's offices in the United States with the approval of its 
head office in Tokyo, Japan. 


If you have any further questions with respect to this 
matter, please advise us. 


Thank you very much for your cooperation in this matter. 


Very truly yours, 


HILL, BETYS, YAMAOKA, 
“2° AR ces 


Wye VW 


Enclosures 
JM:eg 


cc: N.Y.K. Line 





804 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Form No 610 
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N.Y. K. LINE 


NIPPON YUSEN KAISHA 


(SPACES (IMMEDIATELY BELOW FOO CH Err” MEMO@ANDA NOT FART OF BIL OF LAOING: 
[ FORWAROING AGENT — REFERENCES Q co EXPORT NEC No 
Uir@woRTH & Co T's. 9 FRE 92 
| ee rc a i 3 | R-21893942 
Qeses SAREE TRUS “SCHULTZ BPETHETR Inc CORP. 
20 STU"E! ST. 190 BA'KE® ST. 
BROOKLYi;, "N.Y. BROOKLYN, %. Y. 
BILL OF LADING 
CONTINUED FROM REVERSE SIDE 
; vo’. NO " 
{sw SAGAMI MARU JPMSS PRE ATLANTIC PACIF rraPyinnens ON 
PORT OF DISCHARGE FROM SHIP KOBE BREW" 


THE NISS'0 AIERICAM CORP, 7 TRINTTY PL. 


SHIPPER ___ 


wey yor, “T 


« Xu 


ORDER OF S'TIPPER 


CONSIGNED TO ORDER OF 


ur 


AT PORT OF DISCHARGE 


} NIS“1H0 €%., LTD. TOKYO 
ADDRESS ARRIVAL norick To : gc) nati 
ce “PARTICULARS FURNISHED BY SHIPPER OF GOODS | 
MARKS AND NUMBERS | NO of PKGS DESCRIPTION UF PACKAGES AND GOODS Se ie 
CA -271 
Sane CASES WINDING MACHINE ( 3600 ) D: 
NISSHO CRO, %, 
BEoAPas NOT P/L TYPE 
3 P/L 60 € 61 
7/2/59 


THESE COM{ODITIE$ LICENS 
JAPA? a 


DIVERSION /CONTRARY TO U.S. 





BY U.S. POR WLTIMATE 


LAW PROHIBIT 


De a wit aaeS 
i och @ CU. FT.8 CONATEBRS CONTIAVED FROM REVLMEE SIDE NEREOE) 
90 eS hm ali alias SY6 oe h WITRESS WERCOF, ThE GASAMA GY (TS AGENT WAS SIGNED a e. 
GULLS OF LACH. ALL OF THE SAME TEMOR AwO GATE out cf wMCn Gee 
hie @ PER 40 CU. FT. $ WORK > 
xu L8s. w@ PER 2000 L@S $ ag - aia sep 29 tae “% 
£ Las. @ PER 2000 LBS. $ 
coe 6 x N.Y. K. LINE 
> : NIPPON YUSEN KAISHA 
— s 
TOTAL $ g “Ne ae 


Fat he tee 
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